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---Mr. Commissioner Levesque was not present. 


THE CHATRMAN: Gentlemen, before carrying 
Onr wav the nearings in Victoria, on behalf of ‘the 
Commission I want to say how happy we are to be in 
Wicvorla, in ville raciiL.e rrovince of British ~ Colum-= 
bia, particularly during this eventful year in its 
history. We are here to get facts and not to be pro- 
vocative with anybody. We hope we can get a great 
deal of information from those who are going to appear 
before us here: 

The first submission will be by the British 
Columbia Electric Company, followed tomorrow by Trans- 
Mountain Oil Pipelines, and then ACT Oil Company and, 
I understand, Westcoast Transmission, Mr. McMahon, 
wishes to make a statement to us further to the Cal- 
gary hearings; and then, also, the Prince George 
people want to give us some information. 

Before proceeding today with the hearing, 
we are honoured by the presence of the Attorney- 
General of the Province, the Honourable Mr. Bonner. 

I understand he wishes to say a few words to us. Mr. 
Bonner, would you care to do that now? 

MR. BONNER: Mr.Chairman and Commission- 

ers, I do want to put on record, on behalf of the 


Government and the people of the Province, in 
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extending a very warm welcome to you and your 
fellow Commissioners on this occasion, being your 
first official hearing in the Province. 

I am grateful, as well, to learn that your- 
selves and members of your staff will be free to meet 
members of the Government at our dinner this evening, 
and we look forward to the opportunity, not only to 
that social occasion, but to the conversation that will 
accompany it. 

In thinking of the background of your hear- 
ings in this Province, I was directed in my recollec- 
tion to the fact that only 2 Ie or 3 years ago we 
had the opportunity to say something to the Royal 
Commission on Canada's Economic Prospects. At that 
time we devoted a considerable amount of study to the 
general question of energy and made a submission to 
that Commission in stort form, which was subsequently 
packed by data. I realized it will have to be brought 
up-to-date for the purposes of your Commission, and 
I intend to do so. 

It will be of interest, I think, from the 
standpoint of this Province to record that while at 
the moment we are a million and a half people in 
British Columbia, our studies suggest to us ina 
matter of 20 years our population will double. 

We have been very fortunate in the develop- 


ment of not only our primary industry, but also of 


—_—s||:« our secondary industry, upon which much of our 
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economy is now based, and the success in establish- 
ing of our secondary industry has depended, as it 
does in all modern industrial society, not only on 
the potential of energy but the availability which, 
for the most part, has been made possible by private 
enterprise. 

However, the picture changes very rapidly. 
I was looking at some of the figures and I will re- 
peat them here: with the projection of population of, 
roughly, 100 per cent increase in 20 years, we have 
had these thoughts in what the anticipated per capita 
consumption of energy in terms of coal equivalent 
to be 7.4 tons in 1953, which was the best advice 
we had three years ago to 21.4 in 1975. TAAL cs Mate 
190 per cent increase per capita. De 2953 coal 
supplied 18 per cent of the energy of this Province; 
petroleum, 38 per cent; and it will be recalled, for 
the most part, that source of energy was imported; 
waterpower, 44 per cent. It is anticipated by 1975 
coal Wiehe only 2.1 per cent. of the-enerey ; 
petroleum, 20.6 per cent; waterpower, 73.5 per 
cent; and natural cas, which is. a new element,.in 
Ol economy Ss. po epexr cent.. 

To show in consumption the total short tons 
of coal equivalent, $9,107,000 in 1957 and it is anti- 
cipated it will be 48,710,000 in 1975. 

In making our projections on that informa- 


tion, we took certain basic facts into account. For 
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Province, which was reached 3 years ago, was said to 
be 25 million, and to show how rapidly the changes 
in this Province take place, I would advise you that 
Since those figures we have arrived at,with the re- 
sult of the exploration of British-Thompson-Houston 
on behalf of the Swedish capital Rocky Mountain 
Trench, hydro electric potential is 4 million horse- 
power in a very short period of time. 

We have as well, in that period, been im- 
pressed by the rapidity of the natural gas industry 
brought into practical being by the opening of the 
Westcoast Transmission pipeline. We have also been 
impressed with the emergence of quantities of oil 
in the Province. 

Endeavouring to supply basic material to 
the Commission, which the Government intends to do 
in a brief submitted next month, we must impress upon 
you that our figures change rapidly and always im- 
prove the picture. 

It was not my purpose to go into detail 
this morning because that is a subject for another 
occasion, but I do want to impress upon you the 
warmth of our welcome, and we trust that your de- 
liberations in this Province will be entirely favour- 
aole. Tor weeaLl. 

THE CHAIRMAN: Thank you very much. J am 


——————|| sure the information the Commission has already received 


example, the figure of horsepower potential in this 
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in the limited number of hearings which it has been 
possible to have so far, What you say is very much 

in the minds of the Commissioners: that is, the 
picture is changing very rapidly in our country, and 
we are really just at the very beginning of a tremen- 
dous expansion in the oil and gas industry, which 

is an infant industry, relatively, in our country 
today. 

MR. BONNER: Miat “LSelIeicnt. Sax. 

THE CHAIRMAN: Now, gentlemen, I do not 
think we need the Terms of Reference to the Commis- 
sion. We can do so if there is anyone who is con- 
cerned in the proceedings who would like to have them 
read. They were read into the transcript at the open- 
ing hearing in Calgary in February and, I take it, 
Mr. Robertson, you do not wish the Terms of Reference 
read into the transcript again? 

MR. ROBERTSON: NOmtapuca ¢ 

THE CHAIRMAN: Then, Mr. Pattillo? 

MR. PATT ILO: Mr. Chairman, I understand 
we are going to hear today from the British Columbia 
Electric Company, and that company has filed and is 
ready to present a brief. I am suggesting that the 
brief be marked V-21, for the day of the month, and 
Exhibit No. 1, as the first exhibit of the hearings. 
~--EXHIBIT NO. V-el1-1: Submission of the British 


Columbia Electric Company 
Limited. 
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I would also suggest, Mr. Chairman, that 
the spokesmen for the company proceed with the read- 
ing of the brief. I understand that during the hear- 
ings in Regina, at which I was not present, a 
Slight change was made in procedure to that which 
we had followed during the month of February in Cal- 
gary. To try and improve on the informality Commis- 
Sioners and others interrupted during the reading of 
the brief and asked questions which may occur at 
that time. 

THE CHAIRMAN: Yes, Me. Pattlilo.. wiae 
happened was this -- and perhaps I should explain it 
to the representatives of the British Columbia Elec- 
tric Company. 

At Calgary we were up against a time pro- 
blem, very definitely, because the people who were 
submitting briefs from the organizations were unable 
to get them to us except in a few isolated instances 
until practically the night before the brief was to 
be dealt with by the Commission, and the only pos- 
Sible way to handle the situation was to have the 
brief read in extenso into the transcript and we 
adopted a policy, by and large, of not interrupting 
or questioning during that period. 

In Regina we changed that procedure some- 
what in order to save time and also to try to get 
those appearing before us to supplement the informa- 


tion in the brief a little more readily. We would 
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start reading the brief and then certain parts, 
where the Commission has had an opportunity of 
reading the brief, suggesting you skip from page to 
page and interrupting at any time and asking ques- 
tions. That procedure: seemed to be fitting, and I 
think we might adopt it here, also. I should ex- 
plain that the brief, even though we do not orally 
read certain parts of it, goes into the transcript, 
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MR. PATTILLO: I am not clear on this, Mr. 
Chairman, and I think perhaps we should bring this 
out because there are Eas present. Do you want 
to follow the same procedure of reading as we did 
at Calgary before, and if counsel acting for others 
other than the company in giving the brief want to 
have questions asked, they submitted the questions 
to us and we would determine whether we considered 
they were relevant or not and would either ask them 
ourselves or would direct them to proceed with the 
questions? 

THE CHAIRMAN; We followed that orocedure. 
Lt didn’t arise in any concentrated form, but I 
think it is the only procedure we can adopt, Mr. 
Pattillo, and I think we should stick to that proce- 
Cure. 

MR. PATTILLO: Now, have we got this docu- 
ment marked, Mr. Patterson? 

MR. PATTERSON: Yes. 

THE CHAIRMAN: Exhibit Ye-el-l. 

MR, PATTILLO: Perhaps the brief could be 
read now. 

MR. ROBERTSON: Mr. Chairman and members 
of the Commission, this brief is signed by Mr. 
Purdy and myself who assumed the responsibility Tor 
it. When you have questions to put to us I think it 
would be best, if it meets the Commission's wishes, 
if Mr. Purdy or I, depending upon which of us knows 


more about the subject, were to answer the question. 
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MR. ROBERTSON: Description of the B.C. 
Blectric: British Columbia Electric Company 
Dimited. ("B.C @lectric") is the principal operat- 
ing subsidiary of British Columbia Power Corporation, 
Limited. Itself and through its subsidiaries it gen- 


erates and distributes electricity and gas, dis- 


tributes natural gas, and operates trolley coach, 


motor bus and freight railway systems in Greater 


Vancouver, Greater Victoria, New Westminster and 


other important municipalities in British Columbia. 


Details of the B.C. Electric's capitaliza- 
tion and operating results and Statistics with respect 
to its services appear in the 1957 Annual Report of 
British Columbia Power Corporation, Limited which 


is attached hereto. 


scope of Brief: The B.C. Electric is 
directly interested in those sections of the Com- 
mission's terms of reference that deal with gas, 


water, and electrical energy; it is indirectly in- 


terested in the sections dealing with oil, coal and 
uranium, 

This brief will substantially be confined 
to the matters of gas and gas pipelines. B.C. 
Electric will at the appropriate time present a 
| brief dealing with water and electricity, and 


possibly with coal and uranium. 


B.C. Electric's Gas Business: In Greater 


Victoria, on 3lst December, 1957, B.C. Electric had 
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an L.P. - Air gas plant with a daily capacity of 
2,700 Mcf of 1,000 Btu gas, 149 miles of mains, 
and 9,829 meters on line. 

THE CHAIRMAN: Would you explain what an 
ats tee eer DLeny 67 

MR. ROBERTSON: L.P. stands for liquified 
petroleum, butane or propane. As I understand it 
inf orocess;, woay Liguified gas is allowed to be 
gaseous again and it is mixed with air and it is 
introduced into the mains and distributed in that way. 

The number of therms of gas sold in 1957 
was 2,688,029. For some years there has been under 
discussion the possibility of piping natural gas 
from the mainland, under the Gulf of Georgia, to 
Vancouver Island; the consummation of this project 
is by no means a remote possibility. 

In Greater Vancouver, New Westminster and 
the lower Fraser Valley, on 31st December, 1957, 
B.C, Electric had a peaking plant with a daily 
capacity of 16,000 Mcf of 1,000 Btu gas, 1,541 miles 
of trunk and distribution mains for natural gas, 
and 72,600 meters on line. The number of therms of 
gas sold in 1957 was 48,481,260. 

THE CHAIRMAN: Would you, again for the 
record, explain what a therm of gas is? 

MR. ROBERTSON: Mr. Purdy will correct me if 
I am wrong. It is 100,000 British thermal units. 


MR. PURDY: I think it is probably useful 
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MR. ROBERTSON: Forecast of B.C. Electric's 


Requirements for Natural Gas: the Pfollowine *ficures 


apply to the lower mainland only. 

B.C. Hlectric's highest peak-day sale 30 
far in’1958 has been 26 million c.f. An estimate of 
its requirements until the operating year 1 July, 
1965 to 30 June, 1966 is as follows: 

PEAK DAY GAS REQUIREMENTS 

VGlmaceity Militons of Cubreureet 


Operating Year 1957 1958 1959 1960 1961 1962 1963 
-58 -59 -60 -61 -62 -63 -64 


Hirmegocuceless 26 61 61,1202 123 (145 167 


Thermal plant - - - Oi BG (OTD) SOG 


Uneecounvede sce = Boek (6G) Ib ds 


Total 28 64 BF.) 132 ~ 180 1225 26 


Operating Year 1964 1965 
-55 -66 


Firm gas sales 187 205 
Thermal plant 120 «144 
Unaccounted for 15 _138 
Total SOP *367 

There is no allowance in the above figures 
for purchases of interruptible pipeline gas - and, 
of course, it is unlikely there would be any inter- 
ruptible available on the peak day. 

THE CHAIRMAN: By 1960-61 I take it that 


your 24 million of cubic feet for your thermal plants 


Zine BGI Est cian arty or vats 
uF ps Shae YoO ewe sautanr a igtireat 0.8. i 
a siereee toh. ? ur ae (Ene aaa wet eres At “ek 7 
Sig}. b aaey otihdgeteqo elt fri - promweepan eat. 
rove (fo) 28 eh CURE endl Of ct Geet 
eciae VCS ne As age.” 


Ae stay miei li Vai A A es ea 
Xow Z aaa ia eee OL moh emer poy 


ee ape ade ea nae MSS Mest at ego lhe Alt Jan SEAS 2 an Suas (RSF ipr Sellen napus? oh ‘eaiyvianls At 
* aes 


ye o ae - prion See et ty, ol . 
FE ok A stab iL toe UR a tetes wee Veet “say pel jatoge 
is cas, ry) 6 far el ats 
2 carwano GEE a er mms RMP MIR U 


7% yey Py 4 a oot t & L 5 
IS y rn ae ' “ Soe lu Levea? 
F 
f 
4 ‘ at ? Fast oy My ot 
| ae df u Be hae iOL Denivvresosay 
wt er, abe neat - aa hy ey ae ee 


Bae ees | OG: es nh 3S tedot 


A RR LS Apnea MP WALEE Sete tte ecm aa, Uae Ge, mamas 28E*) ER RAE at Sw RT gegen EAB bt FEE ey cement LE EE FAP ON ill lil is ST S83 ili i 


SNe eset ot he ey 


yIeY gaidsiede 


he os. edifeuhey alec cel wean YS Kewedioeug 10% 
Been Yin Ie TBO BIST Sif elon eb ag -peresied “i, 
gabe iat att Fb: FEELS Mela 


it OLS TOMBE ety MUNN IGAT og: F rs a 


ou 


ad 


of oye 


LAE? “chow! a Laem ii, or ate ated Oy | 
i i " 


i 


ANGUS, STONEHOUSE & CO. LTD. 8533 
TORONTO, ONTARIO 


is. for Onesunite Mnat- is .the size of the unit? 

MR. WOBERTSON: , It is 157,500 kilowatts. 

THE CHAIRMAN: And then the ultimate 
capacity of the plant by 1966 is six times 157,000. 

MR, ROBERTSON: Yes, Mr. Chairman, 

MR. PATTILLO: What is included in, this 
phrase"unaccounted for"? 

MR. PURDY: It is the difference between 
the quantum of gas read on meters at the points which 
my company receives the gas at Huntington and the 
sum of the reading on meters of our customers. 

In general it is fair to say that for every 100 

eubie feet of sas that is. metered at Huntington where 
we receive the gas we manage to read on meters of 
customers 95 cubic feet. 

THE CHAIRMAN: some gets away. 

ME. ae URDY Well, a good deal of it is 
accounted for by the meters being at different 
temperatures. Some of it is lost gas in this way, 
but a good deal of it is not that; it comes from 
different conditions, largely temperature differences 
surroundings, the meter reading. 

MR, PATTILLO: Would you explain, Mr. 
Purdy, in connection with the present firm gas 
sales and the projection figures -- are those pro- 
jections predicated on the increase in population, 
the increase in industry which you contemplate or 


are they based solely on the present availability? 
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MR. PURDY: No, the estimates are based 
on the assumption ofr population and industry 
growth. 

MR. ROBERTSON: The service agreements of 
18th February, 1955 and 3rd October, 1957 between 
Westcoast Transmission Company Limited and B.C, 
Electric (the making of which will be discussed 
later in this brief) will look after B.C. Zlectric's 
growing needs until 1963 or 1964. Such additional 
quantities as may be needed to supply the growth 
requirements of the lower mainland area beyond the 
year 1965-05 cannot be forecast with any degree 
of precision. However, if we assume that B.C. 
Electric's metailewsales will continue to increase 
at an annual rate of 10% and make no provision for 
possible further gas needs in respect to the genera- 
tion of electricity, we arrive at an estimate peak 
day demand of 450 million c.f.p.d. in 1970 and of 
800 umililiton iow? ted i din: 1980. 

Shou ldies.C.. Blectric's system iead 
factor average out at around 75%, the Company's 
cumulative 30-year requirements, starting in 19530, 
Wille be tate wricinty of SO. triliion icuiftme Ia 
order to ensure adequate deliverability and also 
to allow for production losses, these requirements 
should probably be backed up with a proven reserve 
in the ground of between 7 and 8 trillion cu.ft. 


While this supply should look after the mounting 


= emi 


mip . teh us rut ed 


Logs set 


— 2, > eerie ois 
gavramaest 6b ias SP cee Tee 
Ap 9 Ba f ‘ say re og de 


bani ete Pe neh te: ek, ee r eee 


‘gat eedl 
‘Tivo 


 STReaD 


no allowance for 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 


residential, commercial and industrial requirements 


of customers in the lower mainland area, it makes 
sales as may be made in the 


such 
Interior of British Columbia by Inland Natural Gas 


Company Limited ("Inland"), or to vossible users on 
Can we stop you for a moment? 
an annual rate of 


Vancouver Island. 
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S00 million cubic 
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inflationary influences would make a forecast of 
that type danserous, but LI think it is fair to say 
that for some long time ahead the pressures are to 
reduce the retail price of gas relative to the 
price level. I think we could say that very fairly. 


THE CHAIRMAN; And you would feel that 


during that period there would be no questions that 


gas would be in competition with other fuels in this 
area, 
Mise runRDY: «<L have no. doubt of that at all, 
THE CHAIRMAN: And the gas at the well- 
head would have no effect because of your contract 
with Westcoast; is that right? 


Me PURDY: Thats is correct. You see, 


the size of the contract and the contract itself 
certainly bears out that conclusion. 
THE CHAIRMAN: So that even if they had 


to increase their price at the wellhead, it wouldn't 


affect you. 
MR. PURDY: For the existing contract 
that we have, that is correct; it is a firm prise 


contract. 
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can C THE CHAIRMAN: Then, by proven reserves 
1/p 
/> in the ground of between 7 and 8 trillion cubic 


feet, that is Sakis you are not suggesting that 
should be additional to the 5 trillion cubic feet? 

Win PUL s Titec 15 “COrrecc, 

THE CHALTRMAN: It is the total you are 
thinking of? 

MR PURDY : Yes. 

MR. ROBERTSON: There is one estimate of 
20 years which produces 8 trillion and another esti- 
mate of 30 years which produces 5 to 8. 

THE CHAIRMAN: Total? 

MR. ROBERTSON: Yes: 

We deliberately refrain from trying to re- 
late these requirements precisely to the reserves 
proven in the Peace River area, or to the quantities 
for which Westcoast holds contracts with producers 
or is under contract to seki to B.C, Electric and 
others. This Commission's terms of reference do 


not appear to us to require detailed estimates of 


present or potential reserves, or recommendations 
specifying precise quantities. If and when a 
National Energy Board is constituted, it will be 
for it to inquire into such matters as they exist 

| at each relevant time and to act thereon as it may 

| be empowered to do. It should suffice to say here 


that the aggregate market demands of B.C.Electric 


in the foreseeable future, the corresponding market 
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demands of Inland, and the commitment of Westcoast 
to Pacific Northwest Pipeline Corporation ("Paci- 
fic Northwest") require a very substantial gas 
reserve in che Peace River area - from which these 
market demands and commitments must be satisfied - 
and that this situation is, to quote from the 
terms of reference, one of "the problems involved 
inv... cone reculavion of the transmission of 
natural gas ... from Canada to another country." 
Regulation by Public Utilities Commission 
Gf ject tdewCotumbaar The B.C. Blectric is a “public¢ 
utility" within the definition in section 2 of the 
Pup ten Ueiiigice ACT, RvS.<B.C. 1948, chapter 277. 
That Act constitutes a commission of three and 


provides (s. 28 (1)) that "the Commission shall 


have the general supervision of all public utilities". 


Under section 45 of the Act the Commission has 
"appraised" the properties of the B.C. Electric, 
using original cost as the yardstick, and has estab- 
lished a rate base. Section 16 (1) says that 
fixing any rate ... the Commission shall have due 
regard, among other things, to the protection of 

the public from rates that are excessive ... and 

vo sivine to the public utility a fair and reason- 
able return upon the appraised value of the property 
of the public utility used, or prudently and reason- 
ably acquired, to enable the public utility to 


furnish the service". Under section 12 (subject 
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to a limited power of exemption in section 13) "no 
public utility shall ... begin the construction or 
operation of any public utility plant or system, 
or of any extension thereof, without first obtain- 
ing from the Commission, a certificate that public 
convenience ana necessity require or will require 
such construction or operation ..." (The conver- 
Sion of B.C. Electric's manufactured gas system 
to natural gas and the extension of the system con- 
sequent upon the introduction of natural gas were 
done pursuant to certificates of public convenience 
and necessity granted after public hearings.) Under 
Pace (hi omcthe, Act tench public utility must file 
its rates with the Commission, may charge only in 
accordance with its filed rates, and may not amend 
any of its filed rates without the consent of the 
Commission, which may itself fix rates. 

MRP FATT LGLO : Mr. Robertson, may I just 
ask you one or two questions about this: 

Amaipeomrectoinsthinkine that -the puplie 
utility commission is not concerned with and does 
MOTULAQUILPE Unsoe what. price B.C, Eleéctrie may be 
paying to Westcoast or any other distributor or gas? 

MR. ROBERTSON: The commission is inter- 
ested in the price which B.C. Electric pays West- 
coast in that the commission must determine each 
year what the B.C. Electric has earned and compare 


that with what it considers a fair allowable return 
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and, in determining what the B.C. Electric has 
earned, the commis¢ion must examine the various 
Costs which.it has incurred and the costs of gas 
WoiitehabecC. Blectric purchases from Westcoast is one 
Of those) costes 


MR. PATTILLO: Yos. souv does 1c inquire 
as to whether or not the price paid by B.C. Electric 
16 OGeisc notea.reasenable price, under) all the cir- 
cumstances? 

MR. ROBERTSON: As far as I know, the com- 
mission has never made an inquiry of that kind. 

MR. PATTILLO: They, JUSC accepG 15 as 4 
fined. cost, and start from there’ 

MR. ROBERTSON: Just as our labour costs 
and all the hundred-and-one, thousands of items of fixed 
costs or expenditures ere considered. 

May... proceed, now? 

WIR vate een bells Yes, thank you. 

MR. ROBERTSON: The Constitution and Pro- 
cedure of a National Energy Board: The B.C. Hlectric 
submits that a National Energy Board should be con- 
stituted and that there shovld be conferred on it, 
subject to the control and authority of Parliament, 
all the aspects of policy coming within the juris- 
diction of Parliament which muy be deemed to require 
administration in respect of the inter-provincial 
and international movement of gas, oil, coal, water, 


_— | uranium and electricity. 
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The functions now exercised by the Board 
of Transport Commissioners for Canada under the 


Pipe-lines feu shoulc be transferred.to. the Energy 


Board. The same should be done with the relevant 
functions of the Department of Trade and Commerce. 


It would not be wise to confer the proposed powers 


of the lnerey board upon the Board of Transport 
Commissioners. The Commissioners already have a 
heavy burden to carry and the field of energy re- 
sources is¢%fundamentally different from that of 
the types of transportation and communication 
with which the Transport Commissioners have tradi- 
tionallvyeceals, 

Suchvasboard might have the following char- 


acteristics: 


i 


Number of members: 38. 


Je feel that this number is the maxi- 


te Term Noo Less: than 10 years. 

Comment: We think this period is the minimum 
within which a Commissioner can acquaint 
himself with the technical aspects of the 
Board's business and use that knowledge 
efficiently and with experience. 

S% Apoointed by: The Governor-in-Council. 

Comment: This is usual for boards and commis- 


————_ sions set uo by the Dominion. 
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Remuneration: As set by the Governor-in-Council. 

Comment: The Governor-in-Council should be free 
to fix whatever salary is required to ob- 
tain men of the highest calibre for this 
Board. 

Termination of tenure: Removable by the Governor- 
In-Councii” Tor (cause. 

Comment: Removal without cause might promote 
political interference, and removal by joint 
address of the two Houses is too cumbersome. 

Annual Reports: The Board should present an 
annual report to the Governor-in-Council 
and this annual report should be laid be- 
for’ Parliament. 

Comment: The requirement that the Board's re- 
port be laid before Parliament promotes 
the Board's independence. 

Provisions for appeal and finality of decisions: 
The Board's decisions should be final with- 
out further reference to the Governor-in- 
Council. An appeal on questions of law 
and jurisdiction should lie to the Supreme 
Court of Canada with leave of the Board or 
of any judge of that Court. 

Comment: The technical side of the Board's 
business should not be subject to political 
considerations inherent in review by the 


Governor-in-Council, Limitation or 
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definition of jurisdiction for policy rea- 
sons should be embodied in the statute 
creating the Board or in the regulations 
Valerio e ine provision for appeal to 
the supreme Court of Canada is a usual one 
with respect to important Dominion boards. 
oi Staff: The Board should have authority to hire 
its own staff despite the provisions of the 
Civil Service Act, but pension rights and 
other benefits under the Civil Service Act 
Should be made available to staff members. 
Comment: We consider it important that this 
Board have full power to obtain the tech- 
nical personnel necessary for it to dis- 
charge its duties and that this power 
Should not be limited by the provisions of 
the Civil Service Act. This power is one 
that has been given to the Canadian Wheat 
Board and the National Harbours Board. 
THE CHAIRMAN: Can we stop you there for 
a moment? You have made some very specific sugges- 
tions here. Have you considered to what Minister such 
a Board, if constituted, might report? 
MR. ROBERTSON: No, we have not, Mr. Chair- 
man. 
THE CHAIRMAN: Have you any thoughts on 
that? 


MR. ROBERTSON: Not considered thoughts, 
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Mr. Chairman. 
THE CHAIRMAN: Or teher jurisdiction of 


the Board, what its jurisdiction should be? 


MR. ROBERTSON: As suggested at the out- 
Seino, CRavepara, ae page 5; that all the aspects 
of policy coming within the jurisdiction of the Parlia- 
ment which may be deemed to require administration 
with respect to interprovincial and international 
movements of these energy sources should be given to 
the Board. Whatever Parliament thinks should be ad- 
ministered should be centred into this one Board, in 
other words. 

THE CHATRMAN: What are those aspects of 
policy which come within the jurisdiction of Parlia- 
ment in respect of interprovincial and international 
movements of gas and oi11? This is a very specific 
problem, and the Commission had a brief with respect 
to it in Regina on the question of the jurisdiction 
OfpuhesProvince a of the Dominion and it involved 
the Westspur Transmission Company, and it is a ques- 
tion that if you have an interprovincial pipeline go- 
ing across the boundaries of two or three Provinces 
and then have a gathering system and trunk lines 
within the Province tying into that, are they going 


to be within the jurisdiction of the Parliament of 


Canada and not the Provinces? 
It is a very real problem, apparently, be- 


cause the Board of Transport Commissioners, in effect, 
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decided, in the Westspur case, that they came with- 
PRA GCNeY I UPISdicUIOnsOTNthe Pederalvauthority. If 


VouN LO lowythavevolats locical. conelusion, as I 


think we feel -- I am not going to express how we 
Teel, ebucowelcouteced thateL¢e you carry it to ites 
hogtcateconclusiong the.original conclusion is that 
the Federal authority goes right straight back to 
the wellhead, where the gas and the oil originates, 
and that is a real decision that was already made by 
the Board of Transport Commissioners. As a matter 
otenacnes in tgoesoriphtairomcthe wéblnead “back,to ithe 
burner, and all you have to do is to apply the rea- 
soning of that decision and that is the situation we 
have in our country, and I was wondering if your 
company could help us with your thinking with regard 
to that problem? 

MR. ROBERTSON: Mr. Chairman, I suppose 
we have to start with a consideration of what the 
powers of the Dominion are. There seems to be no 
doubt that the Dominion has jurisdiction over under- 
takings which carry, let us say, for example, gas 
from one Province to another. Now, I doubt that that 
jurisdiction extends, as apparently it has been held 
to do in the United States, to other undertakings 
which sell to the Dominion undertaking. iri. cotter 
words, if there is a project for the construction of 


pipeline from Calgary to Winnipeg, that pipeline, I 


would think, falls clearly under the jurisdiction of 
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the Dominion and the Dominion may allow it To be 
built or refuse to allow it to be built and the 
Dominion may establish the standards of safety on 
construction and set up the machinery for the ac- 
G@uisiv.on Of tand and all the various things covered 
under the Pipe Lines Act. 

On the other hand, I doubt that the fact 
that the Dominion has jurisdiction over that under- 
taking would extend to the jurisdiction over the grid 
system, if there was one, as there is in Alberta, from 
which the interprovincial project took its gas, and Il 
would think it was still less likely that it would 
have jurisdiction over the producers of the gas simply 
because the gas was going to ultimately find its way 
into the Dominion pipeline. 

Similarly, at the other end, I would think 
the Dominion would have jurisdiction over the inter- 
provincial project up to the point where the project 
sold its gas to the distributors and, from then on, 
would have no jurisdiction. 

If we take the example of a telephone com- 
pany, I would think that a Dominion telephone company, 
like the Bell Telephone Company or the British Colum- 
bla Telephones Company --- 

THE CHAIRMAN: Let us take the British 
Columbia Telephone Company. 

MR. ROBERTSON: Yes, the British Columbia 


Telephone Company, which has been declared to work 
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for the general advantage of Canada, and it is -- 


I forget the phrase in the Act -- but it extends 


beyond the limits of the project. The fact that that 
eompany is under the exclusive jurisdiction of the 


Dominion I doubt would give any power to the Dominion 
to regulate the price at which suppliers to that 
company of wire might sell wire to it. 

THE CHAIRMAN: But in the case of a pipe- 
line, where do you draw the line? It is hooked up 
with a gathering system from a spur in a Province 
anos sold au che vaive or the gate, wherever it is 
Cela vercd tootby end [do not think we should per- 
haps get into a discussion here of what the legal 
aspects might be but, from a practical point of view, 
where do you draw the line? 

The Province has jurisdiction over its 
natural resources and the Dominion over the inver- 
national movement and you have this decision of the 
Board of Transport Commissioners. Is it correct that 
that should be so, in your opinion, that the juris- 
diction of the Dominion should follow the line right 
straight through and all the connecting lines: in) the 
Province? 

MR. ROBERTSON: Sir, when you say is it 
correct, are you saying that I should suggest that 
the Bowen. sce Of te-10 in the, --> 

THE CHAIRMAN: If the Board of Transport 


Commissioners has ruled correctly -- and certainly 
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I would not suggest any doubt as to the judgment 
they gave within the terms OnVChe> Pipes Liness Act 
and the regulations made thereunder -- but is it a 
SurwacLon phar eioulds be, left as it. issor) aise ita 
situation in which some recommendation should be 
made to the Federal authorities, that the regula- 
tions made under the Pipe Lines Act or the Act it- 
self should be changed so that this does not occur? 
What is in the best interests of the operation of 
pipelines and the interprovincial movement of oil 
and gas? 

MR, ROBERTSON: I am afraid that anything 
I say will not have been carefully considered, Mr. 
Chairman. 

THE CHAIRMAN: I understand. 

MR. ROBERTSON: My earlier personal feel- 
ing would have been that the Dominion's jurisdic- 
tion should not extend any further than the beginning 
and end of the projects which are established under 
Dominion jurisdiction, either by declaration ofiea 
specific project as a work for the general advantage 
of Canada or under the head of Section 91 or 92 
which makes a project which extends from one Province 
into another subject to Dominion Jurdsdietion. 

I do not think that should be extended to 
people who do business at either end of the line with 
a Dominion project. 


MR, COMMISSIONER HARDY: Me. Chairman, we 


aa ‘eta ad 
cere range ode aad he pi 
‘ ae AS 5 32 ai sae . al Sti 
‘ ra ee eree ak dp ‘ef Het au cong ‘at 
| ae Sitios rekvend SMROD-SN S108 dots mt agi 


~B i seer Sri daily ano fnords bh PRiyi att ore" “Ota 
wOL Gol. gad Yo eA Booed segbet ase. Send shwm atk 
PatSHO/ ton yy ad LG iis 08 ome ‘od evade Mise 
td iePetislye act. 16 atas! cotnt J Bod. ead md at saci yj 


£i6 To IneKsvom feiontyokgwedat aad Sen geake ity 


Sie 
t) 
ees oeties fad, . re be A. ina tad " hat we f 
AR LSS ERB rf ce 9 em cp Ta 3 0 a | > TL Mike Bi: Oe fgets 
Sh ,beteotaage vi Neus esther Jor ii iw yee 2 
Ps 
Cri a 
. Wemritet 
i 
ipo a Sone - MRT PIS. Ree 
AAA Sal CTss |b ‘ VEAL AMS Calle : 
if 1 
Weel Lenokiad col lass eM : HOS Perttennet Re 
ta Rega ee a Pees ee re " a es Wa Kepicn et " wwe - ‘ : 
Td ni Ly A OC CE BS CR Ce peesser” earl nd rca es pret Vy 
» : r, ‘ nl 
BLAM SoG S00 eit <ecctel ems Doetie. don bkircuae Coley 
“AVE PORE Gtes go5 dot Beestora add to bas: Bas? 


. BS 1O Me hLiets 99) Ya; taddke: (posse hbad ail. wot eulmotl 
BOAR VOR [avecten svidy eh fen sae ey Sh Orne oitfouda ae 
$e SOLE | pki) ins DBS ony oes +2 shenstl-t6 
SAR EVOT. Sct ory, Biogas. Bo Acti dost oe S$. Seehiar sos.tche. 
| + eer re a NGL. OF 76 = svn 

od VSL TRS yok brags Feed frat nit: dist: es. Ms 
in ons its eae Siwy pelt te. abteinni ‘ob ode avioae, 
Weator ne; 
PR needs sae TAH PPSMC TREND: Me: 


jy ° caf - : ' 


3545 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


might put the problem a little more specifically 


to Mr. Robertson. In the event that you have an 


interprovinecial pipeline and there is to be an ex- 
tension into a new field, an application comes for 
that extension from a purely provincial company and 
the interprovincial comoany also wants to make an 
extension into that one field. In other words, they 
are competing for the right to make that extension. 

Who would have the jurisdiction? 

MR. ROBERTSON: Mr. Hardy, when you say an 
extension into a new field, do you mean gathering 
sas at-a*new field or selling it? 

MR. COMMISSIONER HARDY: The gathering sys- 
tem. 

MR. ROBERTSON: I should think there would 
be co-ordinate jurisdiction there and the field might 
be occuvied by the Province until the Dominion occu- 
pied it. 

MR. COMMISSIONER LADNER: Mr. Robertson, 
just to clear in my mind one point which you made 
which I thought was of some considerable importance: 
you referred to the undertaking. Dol understand 
your point is, as to jurisdiction, that the under- 
taking, a single undertaking in the transmission or 
gas from one Province to the other, the Dominion 
would have jurisdiction over that? 

If there was a separate undertaking of 


gathering and supplying that gas to the interprovincial 
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dine, then the Province would have jurisdiction 
over that, because they are two separate undertak- 
ings. Is that what you had in mind? 

MR. ROBERTSON: Ves, Mr. badner. 

MR. COMMISSIONER LADNER: That was your 
idea? 

MR. ROBERTSON: Yes, unless the Dominion, 
by statute, were to declare the provincial one an 
undertaking in the general advantage of Canada, and 
I think there would have to be specific undertakings 
to be brought within the jurisdiction by statute at 
that time. 

tT think it is in the Canada Grain Act that 
all elevators are declared to be works for the general 
advantage of Canada, whether already or hereafter 
constructed. 

ico or ao ve an the Luscar, Colllery. case 
where I think it was said, either in the Supreme 
Court of Ganada, byachie® Justice Durt or in, the General 
Committee, that a specific undertaking must be under- 
taken. 

THE CHAIRMAN: Is that the railway case? 

MR. ROBERTSON: Yes. 

THE CHAIRMAN: The provincial railway tied 
into the Canadian National? 

MR. ROBERTSON: . Yes. 

MR. COMMISSIONER HOWLAND: Mr. Robertson, 


you say that a National Energy Board, as you propose, 
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should be concerned with administration. It has 
been suggested elsewhere that it also should be con- 


cerned with an analysis of this changing energy 


system which Mr. Bonner mentioned to us this morning. 
You were excluding advisory work? 

MR. ROBERTSON: No, I would not, Mr. Howland, 
and elsewhere in this brief we specifically say we 
think it should do that. 

THE CHAIRMAN: Have you any thoughts with 
respect to qualification or disqualification of mem- 
bers of such a Board? Should they be prohibited 
from being connected with oil, gas, electricity and 
so forth; should they be prohibited from holding any 
securities in companies or corporations engaged in 
such businesses? 

jy opner words, how far do you go in set- 
tine oUt one GUalifications or considering the quall- 
TiCatsone oO. such Indlviduals? 

MR. ROBERTSON: Te ihe: COL Cee to ae. 
Chairman, I would place no limit on their qualifica- 
tion. I think it should be left to the Government 
of the day to pick the best men available. Il think 


that saying people that are or were then connected 


with an industry should not be competent to sit on 
a Board would be to deny the possibility of obtaining 
the services of the men best qualified, a number of 


men best qualified, and I think, similarly, to re- 


_——— quire a man who has an interest in the industry to 
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divest himself of that interest might very well pre- 
ventL~the men best.qualified technically and in the 
way of judgment from cer on the Board. 

MR. COMMISSIONER BRITNELL: It was sugges- 
ved, Mr. Rebertson,.in a previous submission, that 
members of an Energy Commission should be technical 
men. 1 would take it from what you have said and 
what you say subsequently that you would not go quite 
that far, that you would settle for intelligent lay- 
men, at least in. part? 

MR. ROBERTSON: I would, most certainly, 
sir. I think perhaos one member should be a man who 
is) Weldqualiiied technically, but I would not want 
Co see therenzine Board..so,constituted, 

MR. COMMISSIONER BRITNELL: No. 

MR. ROBERTSON: Mr. Purdy would like an 
economist. Well, I would like a lawyer on there. 

MR. COMMISSIONER BRITNELL: We were 
threatened by exclusively engineers. 

MR. ROBERTSON: I think that would be 
tragic. 

THE CHAIRMAN: I would hate to think what 
it would be if it were half-and-half. 

MR. ROBERTSON: With respect to the Board's 
procedure, every attempt should be made to avoid its 
proceedings being snarled up by too meticulous exami- 
nation of details by the Board's staff and the Board 


itself, to avoid the giving of unlimited rein in 
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hearings to intervenors who have only an indirect 
interest and whose principal purpose is often 
nothing other than delay, and to avoid a complicated 
system of filings and pleadings. We are not yet 
ready to suggest any rules of procedure that would 
overcome these undesirable features; possibly we 
shall be able to make suggestions in our brief on 
electricity and water. At the moment, we doubt 
that the solution is to be found in rules of proce- 
Ouvex4e sl Lies Pacoerin «thes philosophy with ywnien 
the Board approaches the discharge of its duties. 
Perhaps we can indicate best what we have in mind 
by.a hypothetical-case: 

Company A plans to spend $100,000,000 in 
bteidinehassasepivpel ine from, Province X.to Province Y. 
The promoters of comoany A have satisfied themselves 
that it can make contracts with responsible producers 
of gas, inv Province-X for a given quantity over a 
stated period of years, that it can make satisfac- 
tory sales contracts with gas distributing utilities 
C and D in Province Y, and that the whole project 
is feasible; and they are prepared to put up them- 
selves a substantial amount of equity capital. They 
have convinced a resoonsible firm of investment 
bankers B to raise the additional monies required by 
the sale of preferred shares and bonds. Both company 
A and the bankers B have had estimates of gas re- 


serves made by reputable geologists. The distributors 
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C and D have carefully estimated their markets and 
supplied the information to A and B, who have done 
some checking. Now here we have a situation where 
the experienced businessmen who run B, C and D 
end the promovers*ofwA; who are prepared to put up 
money of their own, all think that the business 
risk that the project involves justifies their em- 
barking on it. How are the members of the Board to 
act in dealing with an application to aporove the 
project? If they are themselves men who are ex- 
perienced in business anda affairs generally, they will 
probably make a Limited number of spot checks to 
SaAvLSLyY themselves onaten, Bb, iC and D have done what 
they say they have done, and then view the project 
im ioeseeroad (aspects in order to decidé whether or 
NOGALORapPrOVe Wh... 0n the other hand, if they follow 
the precedents set in the United States, they will 
hold protracted hearings, going over all the details 
of what all the people concerned have done -- in- 
cluding many of the technical aspects, which the mem- 
bers of the Commission as laymen will not be able to 
understand -- that should be, perhaps, "which some 
members" -- and they will employ a large staff to re- 
check the details. In the result, there will be 
great lapse of time, great expenditure of money, and 
a danger of the woods being obscured by the trees. 
Reference is made above to "procedents 


set in the United States". There the whole regulatory 
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process tends to become top-heavy and to lead to in- 
ordinate delay. Examples of this are cited in the 
issue of Time magazine of 17th March, 1958, at p.74. 
The article is reproduced in Appendix "B" to this 
brief. It is consistent with our own experience with 
the Federal Power Commission and Interstate Commerce 
Commission. 

Now, with respect to that quotation from 
Time magazine, unless you want me to read that, Mr. 
Chairman --- 

THE CHATRMAN: IL think we can take it as 
read. I think we know their views. 

MR. ROBERTSON: In the Board of Transport 
Commissioners! administration of the Pipe Lines Act, 
it appears, if we may say so, to have adopted the 
businesslike approach. We strongly urge that this 
Commission recommend that the National Energy Board 
adopt a Similar approach. This will be aided by giving 
the Board wide powers to establish and regulate its 
own procedure. We are satisfied that the interests 
of Canada will be best served in that way. 

Before leaving this subject we wish to 
qualify our remarks about the Board's checking of 
details. Careful appraisals will be required in 
determining from time to time what quantities of gas 
may be surplus to the needs of Canada and so expor- 
table, No deabtithia will’ to a large extent be 


taken care of by the keeping of running records of 
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exploration, development, production and so on. 

While we suggest "careful appraisals", we 
would like to associate ourselves with a submission 
which we understand has already been made to this 
Commission to the effect that, in determining 
volumes of gas which can be made available for ex- 
POrg,) tc to Unreagiietic: to ignore potential growth 
of supply, and to appraise the adequacy of reserves 
to meet future needs solely on the basis of proven 
reserves; and that future trends should be taken into 
account. 

We turn now to the aspects of energy 
matters that should be committed to the National 
Energy Board. As already submitted, it should have 
Jurisdiction an respect of all the sources of energy 
and electricity. These are so inter-related that 
one Board can achieve much better results than 
several Boards. 

We submit that, in the words of clause (a) 
of paragraph 22 on p. 57 of the Preliminary Report 
of the Royal Commission on Canadian Economic Pros- 
pects, the Board should be responsible for: 

"(a) advising the federal government and upon 
request any provincial government on all 
matters connected with the long-term re- 
quirements for energy in its various forms 
and in different parts: of Canada; methods 


of promoting the best uses of energy 
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Sat 


sources from a long-term point of view; 
export policy, including such questions 


oo 


an UNesiayuner refining of o11 and gas 


in Canada and the disposal of by-products; 


coal subsidies, etc." 
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We submit thatthe Board should have juris- 
diction similar to that now conferred on the Board 
of Transport Commissioners by the Pipe-lines Act 
in respect of projects for the building of inter- 
provincial gas pipelines and pipelines for the export 
of natural gas, and in respect of those other aspects 


of the matter with which we deal elsewhere in this 


brief. 

With respect to the clause in the saine 
paragraph 22 recommending that the Board be responsible 
for "approving all contracts or proposals respecting 
the export of oil, gas and electric power, including, 
where necessary or desirable, the holding of public 
hearings in connection therewith", we submit that the 
Board should not concern itself with all contracts or 


proposals. It should be concerned only with those 


that have to do with the establishment, extension or 
expansion of pipelines and their throughput. 


We submit that the Board should regulate 


standards of safety in the construction and operation 
of gas pipelines. 

We suomit that the Board should not be em- 
powered to regulate the corporate structure and fin- 
ancing of pipeline corporations after their projects 
have been approved. Such regulation can be of no 
| assistance in raising monies: if people can be found 


to put up the necessary money, well and good; if not, 


the Board will not be able to find it. If there is 
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to be price regulation and it follows the generally 
accepted practices of today , the financial structure 
of a company will not affect the approval of its 
rates - they will be fixed to allow a fair return 
on either the original cost of the appriased value 
of the property actually usedin giving service. 

MR. PATTILLO: Just stopping there, Mr, 
Robertson: This paragraph shat you have just concluded 
reading where you submit the Board should not be 
empowered to regulate the coroorate structure and 
financing of pipeline corporations after their pro- 
jects have been approved. Are you saying there that 
they should have power before the first approval, or 
are you contemplating that they should not have any 
pewer at all? 

MR. ROBERTSON: I am contemplating that one 
of the matters the Board would consider very seriously 
when deciding whether or not to approve the project 
would be the corporate structure of the applicant, 
but I would say the applicant, once established, the 
Board should not have jurisdiction to say whether or 
not it may increase its authorized capital or issue 
bonds or preferred shares or common shares, and 
the terms of those issues. 

MR. COMMISSIONER LADNER: Supposing there 
was a complete change of the financial structure 
after the approval -- a radical and complete change? 


MR, ROBERTSON: Would you jive me an example, 
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MR. COMMISSIONER LADNER: Well, if they 
approved of a corporate structure with bonds, 
debentures and equity capital, and so on -- certain 
specific amounts -- and it was approved, and then 
the company decided they didn't want bonds and de- 
bentures,and that they wanted equity capital, and 
it was an entirely different financial set-up: should 
the company have to go back to the Board and say, 
"Will you approve this?"? 

MR. ROBERTSON: I think it should. 

MR, COMMISSIONER LADNER: After approval? 

MR. ROBERTSON: Yes, I think the original 
approval would include in its terms the original 
corporate structure of the company, and that the 
company should not be allowed to depart from that 
as S00n as it has got a certificate. 

THE CHAIRMAN: What you are saying, really, 
is we would not favour making the Board an S.E.C. for 
Canada in so far as gas, oil and sources: of energy 
corporations are concerned? 

MR. ROBERTSON: That sums it up precisely, 
Mr. Chairman. 

THE CHAIRMAN: On page 10 you seem to leave 
out electric power. I don't know whether you really 
mean that. As I understand the paragraph -- and it 
is the one that ends at the bottom of page 10 -- 


"With respect to the clause in the same paragraph ee 
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recommending, that the Board ve responsible for 
“approving all contracts of proposals respecting 
whe: exportraciuaii. eke electric power, includin, 
where necessary or desirable, the holding of pubdlic 
hearings in connection therewith', we submit that 
the Board should not concern itself with ad. 
contracts of oroposals. It should be concerned 
only with those that have to do with the establish- 
ment, extension or expansion of pipelines and their 
throuchput ." 

Well, are you suggesting thereby that the 
Board should have nothing to say whatsoever with 
respect to a contract and the terms of a contract 
for the export of electricity? 

MR. ROBERTSON: No, I wasn't intendin;, to 
suggest anything of the kind. I am only dealing 
in this brief with gas. 

THE CHAIRMAN: In other words, I want 
to-clear that ups You, aresnot taking .the position 
that the export of electricity should not. be 


sub jéct to review and aporoval by such a board? 
MR, ROBARTSON: Not by any means. 
BY 
THE CHAIRMAN: Would you go so far as to 
say the terms of price should be under such review? 
MR. ROBERTSON: The price for ex O11, yes. 


THE CHAIRMAN: Of any form of energ,% 


MR. ROBERTSON: Yes ---that is tO say, 
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the Board should have jurisdiction to fix minimum 
prices. 

THE CHAIRMAN: I think you deal with that 
andittie Later in the brief? 

MR. ROBERTSON: Yes. 

MR, COMMISSIONER HARDY: Mr. Chairman, before 
WemleavetLaleksectionyicoulkd Ii goveback torvna 
In your example of how this Board would work, you 
outline how company A would be formed and what they 
would do, but I feel that is an oversimplification 
of the problems that are actually in existence right 
now. For example,since the lst of March the Petroleum 
Natural Gas Conservation Board has had essentially 
this very sort of problem before them, but there is 
not one comoany; there are three companies that have 
acovital vinteresciin this thing. Hach company brings 
in the sort of information you are talking about, 
but there is no agreement between the three submissions, 
and I fail to see how that Enersy Board under those 
conditions could properly function without having a 
properly orzanized technical staff that can appraise 
the details of the submissions made. 

MR. ROBERTSON: I was speaking of the details 
of the gas availalble. 


MR, COMMISSIONER HARDY: Well, I suggest 


| > a ae . 
that the example you use on pages 7 and o of how the 


problem arises is unrealistic. The problems do not 


arise that way in all cases; that there is more 
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than one company that is interested in the same 
pro jece ; 

THE CHAIRMAN: Could I help you, Mr. 
Robertson, because I would like to eet clarification 
GGwciie, Ceceuse, ds li sce it, Dr. Hardy, the 


National Energy Board would only be dealins with 


one in the example you give, because it would 


never deal with anything until the Province had given 
ats export permit; — isn't that richt? 

MR. COMMISSIONER HARDY: It could be that 
way, but is it necessarily that way, Mr. Chairman? 

THE CHAIRMAN: Well, suppose the Province 
gave two or three export permits, you mean? 

MR. COMMISSIONER HARDY: Well, at what stage? 
Take the situation in Alberta right now: at what stage 
does it stop being a provincia. matter and become a 
Dominion matter, as to whether the gas should go to 
bocation A;<5 orc? 

THE CHAIRMAN: Well, not until the Province 
of Alberta, which has control over its own natural 
resources, has refused to grant or granted an export 
permit; it doesn't come within Dominion jurisdiction 
until then. 

MR. COMMISSIONER HARDY: But then, this 
National Enercy Board, to take the specific problem 
they are struggline with in Alberta now, wouldn't 
it be a matter of concern to the National Enerzy Board 


as to whether the needs of Canada were adequately looke 
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after before they would approve the export to elsewhere, 
and that has led to a lot of the technical argument 
which has to be settled by the technical people that 
must advise whatever body is goin, to have jurisdic- 
CLOn: 

MR. ROBERTSON: Well, may we simplify it 
by assuming a proposed export from a province which 
has not an act like Alberta, and where anybody may 
export gas he has acquired in the province, and we 
have three competing applicants before the Energy 
Board: certainly, the Board would consider each of 
those applications. It would naturally look favourably 
and in an attentive way on any one of them if it was 
satisfied the project was a feasivle one, and I sug- 
gest in deciding whether or not it was a feasible 
project it should approach it in the way I have 
suggested at paces 5 and 6. But then, having decided 
which of the three projects, if any, are feasible, 
then the Board has to consider which of them, if 
they are mutually exclusive, it is in the interest 
of Canada it should approve. Whether or not it 
would have to go into any further detail about the 
reserves or the markets in decidin. that, other than 
I have suggested here, I don't know. If it felt it 
did have to, then it should have wide jurisdiction 
to do so. 

MR. COMMISSIONER HARDY: Mr. Chairman, my 


point is that if we draw the conclusion that is 
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suggested here on the organization, as tentative as7it 
may be, of an Energy Commission on a basis of this 


type of example, I say right now that the ex- 


perience we have had with this Commission in the 


hearings as to what the problems are, cna it 
could not operate. It would have to have more tech- 
nical advice than is contemplated here and would 
have to have the facilities to make a more detailed 
technical appraisal than you are Suggesting in this. 
One of the difficulties put, Mr, Robertson, as we 
understand, with the F.P.C. is that as objectionable as 
their hearings may be, one of their difficulties 
is that they appear to be under-financed; they are 
not properly financed to do the job they chave to do. 
MR. ROBERTSON: Yes, but that tremendous 
expense that would be involved in doing the job 
the way they would like to do it is one of the things 
I don't think is justified by the results, and that 
is why I think our Board should keep away from it. 
MR. COMMISSIONER HARDY: That, of course, 
comes into the realm of opinion, and I grant you 
hawvels, perfectaright: to present that idea, but 1 
would suggest with the information presented to us 
here that in the Province of Alberta you can well 
justify the expenditure of money that has been put 
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into their Conservation Board which is the most com- 


Daeter Boardiorcteskind in the country. I deuse 
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fact that the method of operation of the Petroleum 
and Natural Gas Conservation Board in Alberta -- or, 
the O11 and Gas Conservation Board now -- should be 
altered to reduce the amount of work they do in 
line with what you are suggesting here. 

MR, ROBERTSON: I must agree that the 
gathering of a tremendous amount of information by 
such a Board as that is necessary inthe function of 
pro rating and so on, which I understand is something 
which is considered on all sides as a valuablecon- 
wre OUcLLoOn, Due Lt don't think that is the kind of 
thing our Enersy Board should do. 

MR. COMMISSIONER HARDY: But it has been 
oresented to us there is a great lack of technical 
information at the present time. It has been 
presented to us that one of the importance functions 
of a National Energy Board would be to collect statis- 
tics that are not being collected now, and it would be 
very valuable to the industry. 

MR. ROBERTSON: But I think the collection 
of statistics -- I am not quarreling with that, Dr. 
Hardy, that statistics are valuable; on the other 
hand, collecting statistics is one thing, and having 
avery broad view of an industry as a result of that 
collection is another thing, but goin. to the lengths 
that have been gone to in the Federal Power Commission 
of having larse staffs go in and repeat the examina- 
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and verocity, and 101 details that I don't understand, 
of the various fields from which it .s proposed to 
draw gas,it seems to me a waste of public money and 

a waste of time. I think that if the people in th 
business think that they can safely put uo their 
money on the strength of the reserves which, say, 

one of the major oil companies is orepared to sell 
them, then that is a risk which the public should be 


subjected to equally. 
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MR, COMMISSIONER HARDY: I have no quar:el 
he case you mention heve pouty then, sou have in 
existence nerve todgay the  svoblem of competing companies 
presenting theticases° which have to be ruled upon 
and then a third company which has a vital place in 
the picture, all of them presenting their own tech- 
nical information whicn must be assessed and that 
cannot be done by laymen. 

MR. ROBERTSON: When you say their own 
technical information must be assessed, you mean 
that Company A, for example, says there is 536 billion 
feet of gas in a field from which we plan to draw and 
Company Band C say, "No, there is not as much as that, 
there is only 400 billion cubic feet," 

MR, COMMISSIONER HARDY: That is one of the 
s0rt.j,of things, 

MR. ROBERTSON: In the case of a dispute I 
must concede the Board would have to look further into 
the matter and then it would, if there was any dispute 
raised in the application bevore it, it would have 
to satisfy itself as best it could which of the esti- 
mates was the better. But I still submit that does 
not necessitate the Board naving to maintain a staff 
which is going to duplicate all the work of the people 
wno have looked into it already. I think the Board 
Should be in the same position as an; other admini- 
strator or person in business ox court, to weigh the 


available information and come to a conclusion. By 
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putting its own peoole in it does not, necessarily, 
solve the proolem or make their position any move 
right than the otners. There is disagreement between 
memoers of the staff of the Federal Power Commission, 

MR. COMMISSIONER HARDY: It has other effects 
but I do not think it is necessary ror us to agvee 
between ourselves. 

MR. COMMISSIONER BRITNELL: Do you not, Mr. 
Robertson, make a provision fo. considerable discretion 
and Llexibility in the hiring of technical staff in the 
final point in your outline of powers on page 7 when 
you say: we consider it important this Board have full 
power to obtain technical personnel necessary for it 
to. discharge its duties. 

MR. ROBERTSON: I think it snould be well 
equipped in that waz. 

MR. COMMISSIONER BRITNEL: If we should be 
put into the position that Dr. Hardy envisages, you 
would not want to put any limitations on the getting 
of technical personnel to resolve their problems. 

MR. ROBERTSON: Is the occasion snould arise 
when they could not rely on either set of rates, they 
should be free to go out and make their own inquiries. 

MR, COMMISSIONER BRITNELL: I would assume 
from this section you would have no objection to their 
employing a geologist or two, shall we say. 


MR «<ROBERTSON:. Oh, no. 
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MR, COMMISSIONER BRITNELL: I want to get 
away Irom these statisticians. 

THE CHAIRMAN; I would just like to ask one 
question and would you think it over during the break, 
if VOU OO snoOs mint, 

As I understand it, it is only with respect 
to the exportation of gas at the moment in our country 
tnat provincial jurisdiction requires an export permit. 
That does not apply with respect to oil or electricity 
and, in some provinces, there is no export permit 
required even for gas. Perhaps, during the break, 
you will give a little thought to that and answer 
the question or, at least, give us your help as to 
whether or not, with respect to all those forms of 
energy, there should be any action by the Federal 
authority until an export permit from the prospec- 
tive provinces has been granted. 


Shall we have a ten minute break. 
---A short recess. 


THE CHAIRMAN: Gentlemen, we snall now 
resume our hearing. Mr. Robertson? 

MR. ROBERTSON: Mr..Chairman, before an-= 
swering the question you put to me just before ad- 
journment, may I refer once more to the question of 
technical staff. I do not want to give the impression 
we think the Commission should have a very minimum 
amount of starr ana pay very little attention to 
them. We feel the Commission should have the most 


highly qualified people on its staff; people who 
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would be able to help the Commission to assess the 
representations which are made to the Commission, 

Referring to the question you asked me 
about, the order in which the Doiainion and a province 
might deal with the applications for export, I would 
submit this: that it should be left to a province 
tO Say whether or not there is gas surplus to the 
needs of the province which can properly be exported. 
I would say, it is not for the province to decide 
whether that gas should g0 to another province, as 
contvastea with going to the United States or if 
there ave competing projects for taking it to differ- 
ent provinces, tc which of those provinces it should 
Os 

LI would submit the question for the province 
should be is there exportable gas and if so, how much; 
and then the National Energy Board should loo!x into 
the matter in the interest of Canada as a whole ana 
aetermine where that quantity of gas should best go 
and wnicn project or projects should be allowed to 
carry it. Now, if the province itself, as has been 
dene up until now, in the absence of any Dominion 
legislation, considers the whole problem of whether 
gas should be taken east or west or to which part 
of the provinces or whether to the United Staves or 
British Columbia. That, I think, is something which 
is quite possibly already outside of the jurisdiction 


of the provinces and certainly should be after the 
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establishment of a National Board because, I think, 
we can only have one Board Formulating an enerey 
policy in the national interest. We cannot have ten 
different provinces, each one deciding what is in 
the national interest. 

THE CHAIRMAN: Would you apply the same 
resecrine co velectricity? 

MR. ROBERTSON: I have not thought about 
that, Mr. Chairman. 

THE CHAIRMAN: Or oil? 

MR. ROBERTSON: O11, I suppose, is the 
same; orfhand, I cannot see why one should differ- 
entiate between oil and gas. 

THE CHAIRMAN: Then why electricity? 

MR. ROBERTSON: That may be different; I 
do not nave any thoughts one way or the other on 
that. -There might be this difference: oil and gas 
are things which, speaking generally, in a majority 
of the cases are the property of the province which 
it allows individuals to remove from the soil. I 
think the province can, perhaps, properly make out 
a condition of that removal from the soil, that the 
goods shall not be taken out of the province unless 
tne province holds they are surplus to the needs of the 
province. I do not know that the same principle 
applies in the case of electricity which is something 
that may be manufactured by the person wno proposes 


to export it. I do not have any feelings either way. 
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sek es 
tam just groping vor a distinction, if there is 
one. 

THE CHAIRMAN: Since you would obviously 
give jurisdiction to any such Board as we have been 
Giscussing, jurisdiction over all sources of energy, 
which would include and in your brie? you. stated so, 
now do you fit the jurisdiction and functions of 
tne International Joint Commission into such an 
organization? You ran into that problem also, did 
yOu Not? | 

MR, ROBERTSON: I have not thought about 
that. There might be some impingement of the juris- 
diction of one on the other put the National Joint 
Commission, as I understand it, certainly under the 
treaty of 1909 deals with the physical conversion 
of waters which ave definec as boundary water or 
the taking of waters from one countxy into another 
by damming them into the downstream. I think those 
problems would enter very slightly into the field 
or a National Energy Board. 

TE CHAIRMAN: I would think that they 
would loom large. After all, if your supply of 
electricity comes from your supply of water, if 
you exclude the thermal plant and, surely, that is 
part of your overall national energy policy. 

MR. ROBERTSON: Yes, ana not generally 
speaking, it should be undex the National Energy 


Boarc. There might be the case where you had a 
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project where the damming of the river backed the 
water up across the boundary but those cases would 
be comparatively few, in toto, as I read the treaty 
of 1909 which does not say anything about such a 
problem as the construction of a dam on Mica Creek; 
that is not within the jurisdiction of the iInter- 
national Joint Commission at all. 

MR. COMMISSIONER LADNER: Unless it changes 


the level of the water, 
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MR. ROBERTSON: Mr. Ladner, as I read 
CPHCSLVGALYso1t.is onlydif it changes the level of 
the water so as to back it up into the other 
country. Supposing the Americans were Gop. bubbdta 
dam just below the International Boundary so that 
the waters backed up and flooded into Canadian 
land, that would be a matter of Canadian juris- 
cictLon. 

MR. LADNER: Supposing they diverted 
the Fraser... and lowered the quantities downstream 
that went into the generators, that would be con- 
trary to the provisions of the Water Treaty Act 
of 1909. 

MR. ROBERTSON: I know that you have given 
it much more study than I have, but my impression 
is that it refers to waters only that have backed up 
to the boundary and through waters down the bed of 
each of the International Boundary Lines. 

THE CHAIRMAN: Let's exclude the international 
export of electricity and just come to the crossing 
of electricity as between two and three provinces. 

MR. ROBERTSON: Yes, . Mew, Chadrman. 

THE CHAIRMAN: Should the National Energy 
authority we are talking about have jurisdiction over 
that or should each province have jurisdiction over 
a Biry’4 

MRe« ROBERTSON: I think-in the interests of 


Canada the National Energy Boardshould have, and, of 
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course, that Board in coming to the conclusions 
will in taking into account the acting regulations 
for each of the provinces. But I think where the 


resource or the result of the resource is going to 


flow.acroessstheneountry, then I think. it hasagot 
to be looked at nationally rather than provincially. 

THE CHAIRMAN: Do you think the provincial 
authorities would agree with that view, with respect 
to the control of national resources? Isn't that 
one of the problems that bedevils us in this con- 
sideration? 

MR. ROBERTSON: Yes, the provinces have 
historically always shown jealousy of the powers 
they have under Section 9e of the BNA Act. If they 
thought that impinged on their powers they might be 
upset. On the other hand, they might look at it as 
a national problem and feel that it is intheir 
interests along with the interests of the rest of 
the country that the matter should be judged in a 
national way. I would think that an Bnergy Board would 
never as a matter of policy take from one province 
energy or a source of energy that was needed there 
and allow it to be shipped to another province and 
leave the people in the next province, say, destitute 
of that energy. 

THE CHAIRMAN: Wouldn't it be for the province 
to say that that was going to happen and they wouldn't 


permit it? 
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MR.ROBERTSON: I did say earlier, dealing 
with gas, that I said the province should be the one 
to say whether or not a isa quantity of export- 
able gas and how much it is. But which way it is 
going to go, once having been earmarked as exportable, 
then I would say that is a matter for the Dominion. 

THE CHAIRMAN: Well ites aqgvery. ait ious 
SMD JCC bse COMPLEX, isnlt it? 

MR. ROBERTSON: Yes. 

MR. COMMISSIONER HARDY: Mr. Chairman, I 
think we would agree that the province would have 
the right to say that there is not enough energy of 
eertain types, but in the event that they say there 
is enough, if the problem was far more likely to 
arise this. way from there on, a national jurisdiction 
might say we won't permit that energy to go to 
Deco. Weeictigwiusto co. tO place B, that scheme 
might not be economical, and someone has then to 
absorb the financial loss in that. Who is going 
porabsory that, losseif i1t..i6 «assumed, that 10. is 
stated as a national policy that the energy should be 
kept in Canada where it could be more economically sold 
than elsewhere? 

MR. ROBERTSON: Let's suppose the province 
has a trillion sheet of gas which is exportable, 

Then. Lathinkes. 29 =- and the province Might say =- I 
am not sure about this -- the province might say that 


gas lies within a certain part, then we would have 
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applicants to the Dominion Energy Board, rival appli- 
Caire She mil) yourlike. to export that gas. Now, they 
would have to, in order to succeeds acquire | the right 
to take that gas from whoever the province gave the 
right to or had given the right to, and it would be 
& question then, if the Dominion would only allow the 
gas to go to point A instead of point B, whether they 
would want that gas to be sold at point A. 

MR. COMMISSIONER HARDY: Do you apply the 
same argument if you substitute gas for electrigiay? 

Pitas HOBERTSON : Yes, I think so, possibly 
with the exception that I suggested a little while ago. 

MR. COMMISSIONER HOWLAND: There is a ques- 
tion I would like to ask -- well, it is two questions. 
One, you say: "If there is to be price regulation ni 
I wondered whether you were ready to assume that there 
would be price regulation. 

Dns the: seconde question, that- it could be 
by inference that you feel that the present accepted 
method of regulation in public utilities, the allowing 
of a reasonable return on certain figures, is quite 
aceceptaples aervat so, or do you feél that with the 
modern changing technology and the need to constantly 
revise investment there should be some special or 
changed method of assessing what is the basis of a 
reasonable return? 

MR. ROBERTSON: Well, answering your ques- 


tions in the order in which you put them, Mr. Howland, 


~ 
re ‘oS, 
wate, oe 


(oe 


ObSTsrias hog: oy Lilia ae 7 7 | 


Shore) Oa) Ost Gala Pee sia ‘pkivon 


a 


oar 1 

0 SCR aAneeeNOD. Ri ) 

d Y i 
Sebel tete el Wed Ceci ae Ther, 13 Isles OMeS 


| 


7 é ASS Se ~ 4 
Vie £38 ; } a SS ie . 3 2 Say at F 2am 
betassian T dadr ak + ote 
4 = IM i= A ae ne a } ke we ons Bah & at oe i” } i 
ee . t ia , 
4 
at 7 ey 
(d PSE Fe 46 i; 
i 8 p PAW) pao de be” Fic ees Me Fo 
‘ . 


’ ; * 
: , “, ml oe ee a = 7 
ames eBiig 0 fr: [daw ar Hes us Be Bee 2 wee 


, : vay ba rs > ee vue torn! see 9 
me HE PRA A OT Ra: Sha tk: eek oe ‘te BOM wee 


) 
’ Oe Che: SRULRRS. 2) ete: STSY) BOR Sere: berrebr ye z 
; i] 
‘ sede tingely Sing: on. agow | 
RE i. £ ’ keh. Re ae vi { 
ea ad - * 


Oe a ae ee ' Vigan eae, Osea) Sieh ae ink | 
8 > ZEN b 29, w AES ie: yet Sat? Da ON, as ng 7 ‘poe iri | dg 


AE OGe |. SSL eign fie Dest ees “Kenai ped 


Gf; het OS Re To Ce Te Se 


0 
pe a 


PAD pe ee ry ‘ | ee , ‘ ve fo ¥ 2 Fen ol esi 
an SE Iai} * oi JA ees Pee ios Vigd WP laps Gado a oe NE de 
’ - . 


8-30 nlged: ony: et Come uientdes wee ide lt i 
esa ibpiairreais 
favs Woy: geriswand’ , tou : lesan: su bine | ; 


: a 
CO AM) tei, Wg voy AOE tate evbaor 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO S279 


the first one -- I do not accept that there should 
be regulation of prices, Ithink there should be the 
fixing of minimum prices for SxDOrn?s LL think theve 
should not be reeulation -- I develop it Later in 
the brief --- on the prices at which pipeline 
companies might sell to distributors. 

Dealing with the second point,there is 
a great deal of discussion in the public utility 
industry as to whether jt is better to have an 
original cost basis or to have a basis which allows 
the property used to be reassessed from time to 
time. In what is perhaps my limited knowledge of 
the literature on the subject,. what is certainly 
my limited knowledge, I don't think there is a 
@reav deal.of quarrel about this, that the right 
thing to do is to place a value on the property 
which is to be used, and the way in which it happens 
to have capitalized itself is not the criterion which 
should be used. If you assume that there is an 
original cost rate base, the question is whether 
you should always adhere to that or whether you 
should be given an opportunity to reappraise that 
from time to time as cost increases or values dimi- 
nish. I personally don't hold any strong views on 
that, and I have never looked into it enough. 

MR, COMMISSIONER HOWLAND: It is not a 

pre ssing problem toB.c. 


MR.ROBERTSON: No, it is not something 
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we have tried to pursue on our Public tutalities 
Commission. 

THE CHAIRMAN: You would like a replacement 
value as an operator, 

MR. ROBERTSON: We might ask for replacement 
cost and then go into a period of deflation rather 
than inflation and be Sorry) We dealt with that. 

THE CHAIRMAN: Allert geht... Mr, Robertson, 
thank you. 

MR, ROBERTSON: May I take up at page 11 
now, Mr, Chairman? 

Regulation of the Export of Natural Gas: 

We submit without hesitation that natural gas should 
not be exported except under permit. 

The general pattern of legislation might 
follow that of the Exportation of Power and Fluids 
and Importation of Gas Act and the Regulations made 
under it, with changes along the following lines: - 

Now, I refer to subsection (2) of section 3 
of the Act which reads this way: 

"A licence to export power or fluids may provide 
"that the quantity of power or fluid to be 
"exported shall be limited to the surplus remain- 
"ing after due allowance has been made for dis- 
"tribution to customers for use in Canada during 


"the period of the licence". 


, Under subsection (2) of section 3 the surplus 


_———|| quantity that may be exported should be required to be 
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specified in the licence at the time it is issued, so 
that the importer into the United States will not 
pe sere in a position where the quantity exportable 
may be varied as Canadian demand increases. Such 
revision should also be framed to overcome the 
apparent defect in the subsection that equates the 
surplus exportable through the licensed line to the 
entire surplus throughout Canada; the quantity 
should be fixed with an eye to the fields from which 
the line will draw gas and the areas in Canada which 
might expect to look to those fields for théir supply 
of gas, 
ohn The Act should be administered by the Energy 
Board and not by a Minister, and the powers in 
sections 3 and & should be exercised by the Board rather 
than by the Governor-in-Council. 
56 Where appropriate, the Board should be sub- 
stituted for the Director, the Minister and the 
Governor-in-Council in the Regulations. 

I refer next to Regulation 9 which reads thus: 

"The price charged by a licensee for power or 
gas exported by him cannot be lower than the price 
which that power or gas respectively is supplied by 
them or his supplier in similar quantities and under 
similar conditions for sale for consumption in Canada". 
a Our thinking on Regulation 9 has evolved along 


these lines: 


ey) The regulation is unsatisfactory because no 
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prosecution for a breach of it could succeed unless 

it was shown that the quntities exported were simi- 
lar to those sold for consumption in Canada and that 
the conditions of sale were also similar -- two things 
in combination which in ordinary practice might be 
almost impossible to prove. 

MR, PATTILLO: That is your opinion, Mr, 
Robertson. 

MR. ROBERTSON: oor. 

The regulation should, in effect, provide that 
the export price shall be no less, mutatis mutandis, 
than comparable prices to distributors in Canada. 

(b) However, such legislation would probably be un- 
workable in the Courts, ard so it should be left to 
the Energy Board to determine whether or not the 
export price is low in relation to domestic prices, 
(c) Read strictly, Regulation 9 is always speaking -- 
and there I have in mind Section 10 of the Interpreta- 
tion Act -- and so an agreed export price which is 
legal today may be illegal tomorrow, because the 
licensee has made a new contract for sale of gas for 
consumption in Canada; this is unbusinesslike: 
Canada should let an importer from it know when the 
licence is issued how he will stand during its term. 
Therefore, the minimum price or prices at which gas 
may be sold for export during the period of the 
export licence should be fixed at the time when the 


licence is issued. The logical way to handle this is 
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to specify in the export licence the price at which 
the gas may be sold. 

Looking at the whole picture, we suggest that 
Regulation 9 might be incorporated in Regulations 6 
and 7 (or, better Still, be set out as a section in 
the Act) along the following lines: - 

a A licence to export 8aS shall specify the 

"minimum price which the licensee may charge for 

"the gas exported by him, and the price go 

"specified shall not be lower than a price which, 

"in the opinion of the Board, is fairly compar- 

"able, mutatis mutandis, with the price at which 

"the licensee or his supplier sells gas for 

"consumption in Canada," 

MR. PATTILLO: Mr. Robertson, just stopping 
there, Supposing that a company is going transmit 
gas and one of its prospective customers was, say, a 
company in another country, the remainder of its 
customers were to be in the country of origin, and 
it went and made the first contract with the company 
in the other country. Now, at that time there would 
be nothing to compare with that contract. Subsequently, 
it came along and made contracts with companies in the 
country of origin and it said to all of these companies, 


We regret that we can't Sell to you gas which would yield 


la price similar to the contract which we have made 
with this first company, that was the best contract 


_|we could make with that company, but we have got to 
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have a better result so far as you are concerned, 
and the company wants the gas and agrees to accept 
the terms of it. Would you Say then, because of 
the order in which the contracts were entered into, 
that you couldn't look at or do anything about that 
first contract made with the company in the export 
country? 

MR, ROBERTSON: That certainly is as a 
result of the legislation as it stands at the present 
time. Even if you approached it in that order -- and 
I point out here that there is a weakness in the 
legislation in that the regulation deals only with 
the price at which gas is sold for domestic consump- 
tion, and when I use the word "domestic" I mean in 
Canada, and I think the Board if it has jurisdiction 
to look wider than that, and I think the Board in 
the case such as you have mentioned where the person 
applying for the permit up to that time has only 
export in mind or has only brought it forward now 
that the Board if it look to the future possibility 
and see what price gas is being sold at for domestic 
consumption elsewhere in Canada or elsewhere in that 
district. 

MR. PATTILLO: What I had in mind =<- you 
made a comment on page 12, "and so an agreed export 
price which is legal today may be illegal tomorrow, 
because the licensee has made a new contract for sale 


of gas for consumption in Canada; this is 
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unbusinesslike"”, You could get that result every- 
time if you followed the procedure that I have just 
outlined to you where you went and made your con- 
tract first with the company in the other countries 
and then came along and made your contract with the 
domestic people, 

MR, ROBERTSON: Yes, and the protection 
for the people of Canada will be thatthe Energy 
Board will take into consideration the future pros- 
pects for domestic consumption and the price at which 
gas will be sold for domestic consumption in Canada 
in authorizing exports at a given price. But our 
submission is that you can't have the Board saying 
Wiagkels ablwieno today and .apipeline being built 
on the strength of it and next year, because of some 
other contract being made in Canada, that pipeline 
will be increased. You can't have it built in 
Canada ifthe prices are not going to be endured 
during the life of the bond. 

THE CHAIRMAN: Mr. Robertson, under page 13 
you are suggesting an amendment which would be tech- 
nical, and you use the term "shall not be lower 
than a price which, in the opinion of the Board, is 
fairly comparable, mutatis mutandis, with the price 
at which the licensee or his supplier sells gas for 
consumption in Canada", If you put in that phrase 
mutatis mutandis, don't you bring it right straight 


back to where it is today under the regulations of 
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Simi tar icondi tions ito those- ~quantities exported 
Similar to those sold for consumption in Canada and 
that the conditions of sale were also Similar? In 
other words, what meaning do you give to mutatis 
mutandis, if you bring it in and bring? Givi went. back 
to where it is today? 

MR. ROBERTSON: I bring it in in this way, 
Mr. Chairman: Supposing -- incidentally, you will 
see later on I threw doubt on my own draftsmanship 
here. I said in that draftsmanship for the moment, 
let us suppose that you have one pipeline company 
which has built a 30-inch line from the Peace River 
area to the border and is selling through it 600 
million ‘feet of gas a day and you have the same 
company that has built a line from the Peace River 
area to Alberta, assuming that Alberta hasn't got 
any gas, and it is an 18-inch line and it is good 
for 130 million feet a day. Now, under the present 
regulations on gas, the quantities are in no way 
Similar, the regulation cannot operate at all to 
maintain a proper balance for the export price from 
the 30-inch line and the sale at the end of the 
18-inch line, and if you have those two words, two 
important phrases, "in the opinion of the Board" and 
"mutatis mutandis", then the Board can make proper 
calculations in using its opinion to relate the 
price at which gas out of the 18-inch line is being 


sold to the price at which gas is being sold out of 
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the 30-inch. But without some latitude of that 
kind, I don't think you. can deal with a situation of 
that sort at all under the regulation, 

THE CHAIRMAN: If you don't have a regula- 
tion worded in this way at all and you did have, 
however, a regulation which allowed the Board, such 
a Board, in the first instance to equate the value 
Or Vie service as distinct from the cost of the 
service, we do not overcome all your problems? In 
other words, the building of a pipeline may be a 
very desirable thing and have a great value as a 
service as distinct from the cost of that service, 
andvat wne Board were, ine its opinion, to set that 
at the time it granted an export permit, you would 
evade all these problems, would you not? 

MR, ROBERTSON: I would hate to think it 
would evade all the problems. 

THE CHAIRMAN: All the problems in respect 
to Regulation 9 you bring wp. 

MR. ROBERTSON: Yes, but later on we add 
that the Board might adopt the policy of saying 
that the minimum price we think that gas should 
be exported at is so much and looking as a general 
evaluation of the service at which the availability 
ot gas-fails., 

THE CHAIRMAN: I wouldn't think that 


that would meet it, but I would suggest that 
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the minimum price might not equate the value of the 
service which would result in Canada as a eesult of 


a lower price, 
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MR. ROBERTSON: Perhaps I have not caugnt the sig- 
nificance of the word "service," Mr. Chairman. 

THE CHAIRMAN: Well, I am sure, with all 
due respect; that, | for instance, there has been a 
certain amount of evidence given before the Commission 
with respect to the Westcoast contract and Pacific 
Northwest at 22¢, or whatever it is. But let us 
assume that such a contract is necessary in order 
to justify the building of the line, such a contract 
for the export of gas, and that was the best price 
they could get for it, and we know that circumstances 
could be forseen that, economically, gas could be 
moved into the British Columbia area. If the export 
permit for the Alberta gas were granted, after equa- 
ting the 22¢ price that the border Gives to the people 
or British Columbia, by reason of enabling them to 
get gas on a basis wnich would enable it to be econ- 
omically supplied to the communities and cities in 
Beitish Columbia, then the Board would make its 
decision at the start of that and grant or with- 
hold an export permit, equating or evaluating, as 
part of the export price, the value of the services 
as distinct from the cost of the services. 

MR. ROBERTSON: I was thinking, when you 
spoke of the value of the services, of the value 
to the purchaser in the United States. 

THE CHAIRMAN: No, no. 


MR. ROBERTSON: I think that might go a 
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long way to meet the problem, It really gets back 
to tnis: what is a price which is a good price re- 
garding all the interests of Canada. 

THE CHAIRMAN: That is correct, but the 


minute you get into the words of mutatis mutandis, 


you get into conditions under the circumstances that 


there are and you have, carrying through, looking at 
it as a permit which is carried, five years later 
and two years after that again, under everyday 
conditions you get into a tailspin; you are chas- 
ing the devil around the stump, and some regulation 
or wording is surely required, and I am not saying 
that what £ am just suggesting is the proper one, 
that fixes that for all time at the granting of the 
export permit by such a Board as we are talking 
about and, presumably, that others concerned may 
have people come and make representations and 
thorough examination of all the factors. 


MR, (ROBERTSON: If I.may say so, J .con- 


ceive that as being the way the Board should dir- 
ect itself in deciding whether or not an export 
permit should be granted. It should take into 
account all those ractors. 

You take a specific example of the 
Westcoast line. Certainly I think the Board should 
consider not simply the price which is going to be 
charged and relate it to other prices, but aly 


also should consider whether or not it is in the 
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interests of Canada whether a price which makes 
the line possible, even lower than another price 
elsewhere, is not Heed eyed. 

MR. PURDY: Mr.Chairman, if I might make 
one comment: every bit of pricing recognizes the 
impact of two sides of the market, one being the 
value of the thing being sold in the eyes of a mass 
of buyers and the other thing being the cost of pro- 
ducing it by the producer. That thinking is hidden 
under the easy term of supply and demand. The 
demand side means the value of the service to the 
buyer, ana tne supply is shaped by the cost of 
PrOoducsns 1. 

By the same token, the price must give 
some equal weight to the cost consideration, and 
any pricing that rested wnollj on value of services, 
I think, would be erroneous. 

in’ Germs of export or Canadian resources, 
in my opinion, we must keep our eye on both sides 
of the equation, both the value of services anda 
the cost side, because we would never want, if 
there were a very low value existing at this time, 
for some resource of curs,in the United States, we 
will say, we would not want to do our pricing of 
that resource solely on the value of service 
consideration. We would want to look at the reasons 
and say, "Hang on. This costs Canada so much." 
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specifically but we would not want to see our re- 
sources thrown out rapidly wholly on the value of 
DPLCLIE 

THE CHAIRMAN: Let me Stop you there, TI 
suvely did not convey that impression, 

Mis FURDY: No. I am sorry. YOu did’ not: 
but I just wanted to emphasize that balance, 

ue (encary is aA difficult one because 
both value of service and cost of providing the 
thing have to be taken into account, 

Now, I think Mr.Robertson would rather 
join me in saying that we here have emphasized too 
much the cost side, and you properly have pointed 
out to us that we have rather missed the value of 
service side. 

THE CHAIRMAN; Well, I am only thinking 
of it in relation to your suggested re-draft of 
regulation 9, that I feel, just quickly, having, 
as it were, to make up one's mind,let us say, at 
the moment, that you are no further ahead with 
this re-draft by reason of inclusion of the words 
"mutatis mutandis" in that phrase, than you were 
previously, because it brings us back to just like 
the conditions were in the first instance. However, 
I suppose that is a matter of interpretation. 

MR. ROBERTSON: It seemed to me that the 
inclusion of the phrase "mutatis mutandis" did give 


much wider latitude than the present similar words 
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but, also, the inclusion of the words "in the opinion 
of the Board" added a very important feature, it 
seemed to me, because the way the thing stood be- 
fore they required absolute proof in a Court: 

THE CHAIRMAN: There is no question about 
that. I see exactly what you mean but I just throw 
out the other as a possibility that one might con- 
sider, 

MR. ROBERTSON: If I may say so, Mr.Chairman, 
we are not the least bit enamoured with this. We felt 
that it had very serious difficulties before bss Weut 
it is just a matter of taking one present further step. 

MR. COMMISSIONER HOWLAND: I would like to 
follow here with a question. I was interested in 
this willingness on your part to consent to an 
interference in the market price structure because 
of a service factor. Now, I understand the law of 
supply and demand a little. You are prepared, for 
certain reasons, to interfere with this. Now, this 
must imply a cost somewhere; somebody is going to 
have to pay the price for that. For instance, by 
maintaining the supply in Canada as against export, 
the price structure is likely, in many cases, to 
be lower to the producer of gas. Do you feel that 
when this Board is considering, that they will have 
tO come up against this problem in principle, and 
on what principle should they resolve it? 


MR. ROBERTSON: As we suggest later on, 
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the Board should perhaps fix that Ltselt, as-a 

SUL Ge UO miselr, 8 minimum price, having regard 
only not to what gas is sold for in Canada but also 
to what its worth is to the American importer and, 
it a Policy, OL that kind, were followed, Canada might 
be protected from exporting gas today at a price 
much less than what it could get in future years! 
time. 

MR. COMMISSIONER HOWLAND: How would you 
determine the worth of gas to the American market 
apart from an offer to buy and, equally, how would 
you determine the worth of gas to Canada in order 
to keep it rather than export it? 

MR. ROBERTSON: I suppose, dealing with 
Cle Cen pare, Of thet. the value to the Americans, 
apart from what they are prepared to pay for it, 
could be estimated by our Board by knowing where 
the United States gas was available for, what area, 
at what price and what it would cost to get it there. 

MR, COMMISSIONER HOWLAND: There was one 
occasion which we heard about where the F.P.C. de- 
termined not to accept an import licence and, in 
that one connection, I believe they turned down an 
application which affected the price structure some- 
what. 

Mase ROBERTSON: Ves. ~ Qf counse. iF. the 
Rob... turned. the thine down, it would all be 


academic, anyway. 
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Now, would you refresh my memory on what 
your second aspect was?. 

MR. COMMISSIONER HOWLAND: They are both 
interrelated, Mr. Robertson, How would you determine 
the worth of gas to Canada if you did not have -- 
well, I think this is probably going to be pretty 
academic, too, to pursue it further. 

MR. ROBERTSON: Shall I read Ona ot, 
Chairman? 

THE CHAIRMAN: Please. 

MR. ROBERTSON: We do not want to be thought 
too solicitous of the interests of exporters and im- 
porters of gas. We believe that the first consider- 
action must always be the safeguarding of Canada's 
own requirements. Subject always to that, we are 
anxious to see Canada's economy stimulated by the 
development of its petroleum resources and to see its 
balance of trade with the United States improved by 
the export of some of those resources. Pipelines can 
be built only to draw gas from one specific area or 
grid and to carry it to another specific area. They 
cost huge sums of money. That money will not be 
forthcoming for any proposed line unless it can be 
demonstrated that the cost of the line will be am- 
ortized over a period approximating the life of the 
bonds charged on the line. That demonstration cannot 
be made unless a long-term supply of gas at a fixed 


or easily determinable price is assured. Subject 
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to the safeguards for Canadian consumers that an 

Energy Board will afford in its adminstration of 

the legislation we suggest, the would-be builders 

of pipelines should know precisely where they stand. 

We shall deal later in this brief with the 
FECUlationeel prices, 

Returning to the subject of legislation, 
there appears to us to be some lack of complete con- 
trol in the present Exportation of Power and Fluids 
and Importation of Gas Act and its Regulations and in 
the suggestion for revision we have made above: 

1 Unless the exporter (or his supplier) also 
sells gas for consumption in Canada, there can 
be no minimum export price, either generally or 
specified in the licence. 

Qs Even where the exporter does also sell for 
consumption in Canada, the local price which 
constitutes the criterion may be too local 
to constitute a good standard. 

These possibilities suggest that consideration should 

be given -- and we think that it should -- to allow- 

ing the Energy Board wider latitude. For example, 
perhaps it should be at liberty, when fixing mini- 
mum export prices, to take into consideration one or 
more of the following: - 

(a) The prices paid anywhere in Canada for large 
volumes of gas supplied to Canadian industries 
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consume the exported Canadian gas may be 
expected to compete. 

(b) The benefit to Canadian distributors (and their 
customers) which might result from their supplier 
in Canada having to charge for gas that he ex- 
ports therfull valiie of the gas to the pur- 
chaser. 

(c) The possible advantage of fixing a basic min- 
imum price for all gas exported from Canada. 

The Board might say, "We will license no ex- 
port whatever at less than x cents perimier.- and, 
whenever the circumstances warrant 1t, we will 
specify a price which is an appropriate number 
of cents higher than X." Here x would be set 


after a comprehensive examination of large- 


volume sale prices in both Canada and the tc 
We do not necessarily urge that any OL 
these things should be done, because we have not 
enough information at our disposal for firm recom- 
mendations; but we suggest that they are an area for 
investigation and possible Tesvltines action by “this 
Commission and the Energy Board. 
The Background of Westcoast's Prices to the 
BIC. Blectric 
The B.C. Electric and its subsidiaries have 
been in the gas business for a long time, They started 
Supplying Victoria with manufactured gas in 1862 and 


supplying Vancouver with manufactured gas in 1836. 
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Ae SCO ee 10 eppeered possibile that a supply of 
natural gas might be made available for distribu- 


TOU soot Ol are OF “bhe areaseit serves; the Bic 


Hlectrie took up the matter actively. Its efforts 


extended over™s goed many years. 


It was in about May, 1947 that the group 
who ultimately formed Westcoast first approached the 
B.C. Electric with a plan to pipe gas from the Peace 
Piverlaredw Ole nAeverta ond british Columbia to 
southern British Columbia, Washington and Oregon. 

By January, 1948 several different individuals or 
sroups were proposing to build pipelines to serve 
those territories, and in that month there was a 
meeting in Seattle of representatives of the three 
principal distributors concerned -- the B.C. Electric, 
Seattle Gas Company ("Seattle Gas") and Portland Gas 
and Coke Company ("Portland Gas") -- to discuss 

those various persons and groups. 

By May of 1948 the distributors were work- 
ing on natural gas market surveys. By about that 
time Northwest Natural Gas Company ("Northwest 
Natural") was pressing a project for the construc- 
tion of a line from southern Alberta into Idaho, 
westward to Seattle, and thence north to Vancouver 
t and south to Portiand.. 


LES meetine of the three distribnutors in 


oO 


June, 1948 they agreed that they should bargain as 


= a team with any pipeline company. They also discussed 
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whether there should be a common price from any 
pipeline to all three distributors, or different 
prices. Then or shortly after it became understood 
that, from whichever direction gas came, the same 
price should be payable by all three distributors 

at the respective points where they took delivery 
from the pipeline company. Among other things, this 
was in recognition of the fact that the market which 
each of them constituted was essential to the launch- 
ing of any project. Enquiries by B.C. Electric at 
the Federal Power Commission in Washington indicated 
that common prices in similar circumstances were not 
unusual in the United States. Another reason for 
the understanding was that -- the source of the gas 
and the route of the line not being know -- it was 
not known in what order the distributors would draw 
gas from the line, and a different arrangement could 
have cut either way. 

In late 1951 the Alberta Conservation Board 
held hearings upon applications under the Gas 
Resources Preservation Act of Westcoast and its 
sudsidiary, of Northwest Natural and its sudsid- 
jaries, of Western Pipe Lines, of Prairie Pipe Lines 


Limited and its subsidiary, of McColl Frontenac Oil 


hh 
O 
5 
2} 
p> 
© 
\ 


Company Limited and Union Oil Company of Cali 
and of Canadian Delhi Oil Limited and Trans-Canada 
Pipe Lines Limited. Upon those applications the 


Conservation Board made a report on 29th March, 1952 
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refusing the applications of all but Westcoast 
and authorizing it to export gas from the Peace 
ALVeYr area. of \ALberta.. 

On 28th April, 1952 representatives of 
Westcoast met representatives of Seattle Gas, 
Portland Gas, and B.C. Electric in Vancouver and 
outlined its project to build a pipeline with an 
ultimate capacity of about 400 MMcf p.d. Westcoast 
Suggested that it would charge a price in the range 
of 35¢ per Mcf at 70% load factor. Without agreeing 
to that price, the distributors said Chet ecetie 
was to be charged, they would Like it broken down 
into a demand charge of $36.22 per annum and a 
commodity charge of 20¢., 

Actually, Mr. Chairman, those figures do 
not work out to 35¢ per Mcf at 70% load factor, but 
that was a figure that was mentioned at the time. 

Subsequent market surveys were based on 
these charges. B.C. Electric's survey indicated 
that, buying gas at these prices, it could develop, 
expand and hold a substantial market. 

Following tnis a number of applications 
were made to the Federal Power Commission of the 
United States for permission to supply the Pacific 
Northwest states with natural gas, and ultimately 
the applications of the following were consolidated 
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Northwest Natural, 


Pacific Northwest Pipeline Corporation 
("Pacific Northwest" - Mr.Fish's project), 


Westcoast Transmission Company, Inc. 
(The American subsidiary of Westcoast 
Transmission Company Limited), 


Glacier Gas Company, 

Northern Natural Gas Company, 

Trans-Northwest Gas, Inc., 

Colorado Interstate Gas Company. 

Northwest Natural's application was in re- 
spect of gas Originating in southern Alberta; Pacific 
Northwest's application was in respect of gas origi- 
nating in the San Juan Basin of New Mexico and 
Colorado; and Westcoast's application was in respect 
of gas originating in the Peace River area of Alberta 
and. Brivish Columbia, 
Before these applications were disposed of, 

Seattle Gas had become weary of waiting for Canadian 
eas and Téeartrul that limitations on the rights to 
export from Alberta and Canada would jeopardize its 
CONLINUIGY Of SUpply>.and it accordingly threw 2vs 
weight vigorously behind Pacific Northwest. B.C. 
Electric threw all the weight it could behind Westcoast: 
only Westcoast had a permit to export from Alberta, 
and Pacific Northwest did not propose to serve 


Vancouver. Several representatives of B.C.Electric 


gave evidence before the Federal Power Commission, 
as they had done also before the Board of Transport 


Commissioners for Canada. There was introduced in 
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evidence perorey ther l). P.G.. the: letter dated: 5th 
JUNG sy LO5e, Dnatws Seteout an Appendix, "A". hereto. 
ie er Cem yoa ved 1s) sti Maiys.« 1952. to- which it wae 5 
Peping Whe ioowse trou, inwippendix. "A". 

NoWwsorcne sarlier of, those. letters ais one 
from Westcoast to the B.C, Electric which outlines 
the Westcoast: project, describes its reserves,.of 
gas, speaks of the adequacy of markets, says that 
Gne OrUCces TOME UU Orsa in irBrat ish Cofumbienand 
the United States are to be the same; says that 
the price, they thought, would be 35¢ per Mcf and 
Spedies’ of expora permits ito be got or already got 
from Canada, and then it asks for an expression of 
RB, Geebieccrioks wilianeness sto purchase gas from 
Westcoast on those terms. 

Now; (tme «reply 2s not-very. long andl 
thinkyLémienpercad it: 

THE CHAIRMAN: Well, that. is the one where 
VOUSSEC LOUD, THA icondmes Onso-= 

MR. ROBERTSON: Set out the conditions. 

THE CHAIRMAN: We have read it, Mr.Robertson. 

Tt think, however, that this might not be 
a Dadupsece.co ecjourn for lunch, You have got. the 
correspondence before the Commission, unless you 
want to go down and finish the section with which 
you have been dealing. 

MR, ROBERTSON: Yes, Mr. Chairman. 


On 18th June, 1954 the F.P.C. delivered 
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its Opinion No. 271 granting Pacific Northwest's 
application and dismissing all the others. The prin- 
cipal reason for dismissing Westcoast's application 
was (Opinion, pp.24 and 25) that no segment of the 


American people should have to rely on natural gas 


imported from a foreign country without some inter- 
governmental agreement assuring the continued ade- 
quacy of its supply. 

some six months later B.C. Electric was 
told that Westcoast and Pacific Northwest had con- 
cluded an agreement (that of llth December, 1954) 
that would make possible the Duddding of- a.adarie 
from the Peace River area to the borders. «(Bats 
BLeCGic. Look no paw. an the negotiations leading 
to that agreement.) Negotiations between Westcoast 
and B.C. Electric followed and they resulted in the 
service agreement of 18th Pebruary, 1955. 

THE CHAIRMAN: Thank you very much, Mr. 
Robertson. The Commission will now S07OUrn. Le 
hearing unt V2. obe) ook , 


---Whereupon the hearing adjourned, at SSS, Dreier 
Una 2... Th, 
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=~ On resting ac 2.00 oN, 


THE CHAIRMAN: The Commission will now 
resume its hearing. 

Mr. Robertson, you were at Dagens, = Lainice 

MR. ROBERTSON: During these negotiations 
B.C. Electric had in mind the agreement of 11th Decem- 
ber, 1954, the charges which had been discussed with 
Westcoast in 1952 and on which B.C. Electric had 
predicated its subsequent market surveys, the letters 
set out in Appendix "A" to this brief, and the terms 
of the contracts that Pacific Northwest proposed to 
make with Seattle Gas and Portland Gas. B.C. Elec- 
tric did not like to have to pay a 32¢ price (at 90% 
load factor) when Pacific Northwest was to pay only 
a 22¢ price; however, B.C. Electric recognized the 
position of Westcoast that had resulted from the 
F.P.C.'s decision which denied Westcoast the status 
of a primary supplier and left it only an opening as 
a subsidiary supplier of the American market. On 
the other hand, B.C. Electric was able to get West- 
coast to agree on terms more favourable to B.C. 
Electric than the terms Seattle and Portland were 
able Co- obtain’ trom Pacific’ Northwest. The four 
principal differences were these: 

sige B.C. Electric was guaranteed the very 
Varge* quanvecy oT 130 million c.t.p.ce. hareer 


than either Seattle or Portland got under contract. 
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Za The demand charge was based, not on 


contract demand - a charge based on 130 million 
c.f.p.d. would have been ruinous - but on mea- 


sured demand, that is, the quantity actually 


used by B.C. Electric from time to time. 

er The "price of interruptible gas to B.C. 

Electric was not 25¢ - the price which Seattle 

and Portland had to pay - but spake 

fe, The prices and terms in B.C. Flectricts 

contract were to apply for a period of twenty 

years, regardless of costs encountered by West- 

coast or any change in economic conditions. 

While B.C, Electric realized that Pacific 

Northwest's price of 22¢ was to be compared with its 
own price, it was otherwise satisfied with its agree- 
ment: it was better than Seattle's and Portland's 
agreements, and it fixed a price on which B.C. Elec~- 
tric was satisfied (as a result of the market esti- 
mates, brought up to date, which B.C. Electric had 
predicated on the rate that Westcoast had suggested 
in April of 1952) that it could meet the competition 
of other’ fuels and sell gas to its customers at 
prices substantially lower than those it was then 
charging for its manufactured gas. The event has 
proven this to be so: in 1957 (the first year of 
natural gas distribution), B.C. Electric sold 114.3% 
more therms of gas than it sold in 1956, while its 


gross revenue from the sale of gas increased only 27.2%. 
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Following the making of the service agree- 
ment with Westcoast, BGs Hléetric was vablacto negot- 
late with Pacific Northwest and Westcoast ar agree - 
ment dated 26th April, 1955 ("the interim agreement" ) 
under which, from the time when Pacific Northwest's 
Sas reached the border and until Westcoast wags ready 
tO delpveroPeacesRiver gas to Byc. Blect ye, sPacitic 
Northwest delivered to Westcoast, for re-delivery 

“O° D; Ctralectric.usueh Gantity ofesas<as Bees, Elec- 
tric might require; the cas so delivered was to be 
paid for in accordance with Pacific Northwest's large 
volume DL-1 rate, the rate that Seattle Gas and Port- 
land Gas paid. (B.C. Electric also had to pay a 
Canadian customs duty of 3¢ per Mcf.). Under this 
agreement B.C. Electric first had natural gas for 

its customers on 6th November, 1956 instead of having 
to wait until Westcoast's deliveries started on 2nd 
October, 1957; this gave almost a year in which to 
build up a large load for Peace River natural gas 
when it became available. In addition, B.C. Electric 
got the other two parties to protect B.C. Electric's 
continuity of supply by inserting in Article II of 
the service agreement appendec to the interim agree- 
ment a paragraph (to continue in effect for 20 years 
from 6th November, 1956) reading as follows: 

SECOND: Each of Buyer and Seller agrees 
to furnish to the other from time to time emer- 


gency supplies of gas in the event of and 
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during an interruption of Service "on the 

System of such other. Neither Buyer nor Sel- 

ler shall be required to furnish emergency 

Supplies of gas to Support any but the firm 

obligations of the other nor to reduce the 

supply of gas to any of its firm customers, 

nor to reduce the Supply of gas to any of 

its interruptible customers beyond the extent 

permissible under its contracts with them 

respectively." 

At B.C. Electric's request Pacific North- 
west and Westcoast entered into a service agreement 
dated 17th October, 1956 for a supply of interruptible 
gas by Pacific Northwest for B.C. Flectric LOY 4 
period in effect corresponding with the term of the 
interim agreement. Article III read as follows: 

4 Buyer agrees to pay Seller for all natural 
gas service rendered under the terms of this 
agreement in accordance with Seller's Rate 
Schedule I-1 as filed with the Federal Power 
Commission and as such rate schedule may be 
amended or superseded from time to time. This 
agreement shall be subject to the provisions 
of such rate schedule and the General Terms 
and Conditions applicable thereto on file 
with the Federal Power Commission and effective 
from time to time, which by this reference are 


° 5 ta " 
incorporated herein and made a part hereof. 
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Under this Article the price of interruptible gas 
was increased on 5th September, 1957 from 25¢° 00 
28.6¢ per Mcf. 

Barly in 1957, B.C..Electric decided that 
it would have to build a thermal (steam) plant in 
order to meet the increased demand for electricity 
in its service area. The remaining hydro-electric 
sites available to it were either too anall or too 
expencave GoOudevelop., . B.C... Blectric's.studies also 
showed that the delivered price of coal was uncertain 
and that oil could not be contracted for for more than 
a few years at a time. It, therefore, approached 
Westcoast with a view to obtaining a 20-year supply 
of natural gas. Negotiations resulted in a. second 
Servace, agreement... dated as. of 3rd October, 1957. 

It provides for delivery of up to 144 million c.f.p.d. 
The price for the first 96 million c.f.p.d. is fixed 
at a demand charge of $3.21 per month per Mcf of 
contract demand and 20¢ per Mcf of gas actually 
delivered (the same figures as in the first service 
agreement), subject, however, to escalation, limited 
to.2¢, in certain, events... The price for the 48 
million c.f.p.d. beyond the first 96 million was left 
to be negotiated after the giving of notice increa- 
sing the quantity beyond 96 million. 

B.C. Electric was reluctant to agree to 
pay the price specified for the first 96 million, 


but there seemed to be no alternative: while West- 
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coast was bound to sell for export at the price 
Ot eee for 300 million t.tip.d., it was able to 
persuade B.C. Electric that its project could not 
afford to sell gas to B.C. Electric at that price 
the edeitvona! 100 million «.fip.d. of gas which 
Phillips Petroleum Company had contracted (under the 
“Peace River Gas Purchasing Agreement" dated 22nd 
October, 1956) to sell to Westcoast was only avail- 
able-ift it was to be exported to Pacific Northwest ; 
it appeared that further supplies of gas could only 
be obtained by paying higher average prices to the 
producers; and the fact that Westcoast's gas pur- 
chase contracts all contained favoured nations! 
clauses added to the complications. As the prices 
proposed were firm and would enable B.C. Electric 
GO geSherate electricity in quantities that should 
tide it over until one of the big rivers can be de- 
veloped for hydro purposes, as the prices were lower 
than the current prices of oil, as deliveries would 
commence as and when required, as Westcoast was pre- 
pared to give a twenty year contract, and as West- 
coast was willing to agree that the actual price to 
be charged would not exceed the price at which addi- 
tional volumes of gas might be exported from Canada, 
in accordance with the following section inserted in 
the agreement (in Article VII): 

hae Tf and when from time to time Seller sells 
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British Columbia and the United States natural 
Gas which has been produced in the Peace River 
area of Alberta or British Columbia, and trans- 
mitted through the Peace River Pive Line 
System, to any purchaser other than Buyer for 
exportation directly or indirectly, or to any 
purchaser other than Buyer who actually exports 
it, under any contract (not including the 
agreement of llth December, 1954 between Sel- 
ler and Pacific Northwest Pipeline Corporation 
during its original term of twenty years) at 
rates more favourable to the said purchaser 
than those specified by or fixed pursuant to 
Une worecedtne Sections of this Article are to 
Buyer, Seller shall sive Buyer the opportunity 
to have such more favourable rates and the 
terms and conditions of the said contract 
affecting their application substituted for 
the rates so specified by or fixed pursuant 
to the preceding sections of this Article 
and for the corresponding terms and condi- 
tions of this agreement, respectively, mutatis 
micendis:." 

B.C. Electric felt that the terms were acceptable. 

However, during the negotiations B.C. 
Electric told Westcoast that it would strenuously 
oppose the granting of any licence under the Exporta- 


tion of Power and Fluids and Importation of Gas Act 
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for the exportation by Westcoast to Pacific Northwest 
at the price of 22¢ per Mef of the 100 million 

oe Lone a Ole ass Jnmadcdition: to. the 300i million 
e.f.p.d. called for by section 1 of Article Iv of 
the agreement of llth December, 1954. B.C. Electric 
now urges this Commission to make a recommendation 
accordingly in its report, that recommendation to be 
acted upon until a National Energy Board is formed 
and functioning. The recommendation should HOU, Or 
course, apply only to a price of 2en* it should 
extend to that price and any other price "lower than 
a price which, in the opinion of" the Canadian 
authorities controlling export "is fairly comparable, 
mutatis mutandis, with the orice at which the 

HM censéee orahisusupplier sells gas for consumption 

in Canada." 

Arising out of this history and looking 
to the future, we would add this: In the circum- 
stances existing in late 1954, when Canadian gas was 
regarded by the authorities in the United States as 
an inferior source of energy, Westcoast could do no 
better than it did when it agreed to the price of 
22¢, and the authorities regulating the export were 
in the same position. Just the same, the deal was 
not entirely a haopy one for Canada. ‘The American 
situation and attitude have now changed. Along with 
Washington and Oregon, California has a great need 


for Canadian gas. We can see good reason why, if 
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Pacific Northwest wants more than its 300 million 
Car vp.Gar from Westcoast, it should be FEequivred) Fo 
Pay such a price for the. additional quantity that 
the average cost of all its gas purchased from West- 
coast will approximate a reasonable price at the 


border, having regard to the price at which gas for 


Canadian consumption is sold. Alternatively, it 
might be asked, as a condition of additional export, 
to renegotiate the price of its 300 million ON; Ea 2 cl, 


from Westcoast in the light of current, and what 


appear to be more permanent, conditions. How far this 
can be pushed must depend on the circumstances exis- 
ting from time to time. In 1954, Pacific Northwest 
was able to take advantage of the situation created 
by the Federal Power Commission. It will be equally 
legitimate for Canadians to take advantage of the 
competitive situation whenever it is that the Ameri- 
cans need Canadian gas badly. 

enould There be ‘Regulations of Prices 
Charged by Gas Pipeline Companies?: Elsewhere in 
this brief it is proposed that two of the major 
duties of an Energy Board affecting natural gas be: 
(1) to restrict quantities exported under permits to 
such as are surplus to Canadian needs; and (2) to 
| establish proper relations between the prices at 
which gas is sold by transmission companies for ex- 
port and for domestic use. The obvious question now 


presents itself: should such an Energy Board exercise 
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a price-fixing control over the sale of gas by 
Canadian pipeline companies to Canadian purchasers? 
Price fixing is the basic core of the 
typical public utility regulation that is applied 
tOumany uGility services... The attitude we shall ex- 
press on the extension of this sort of regulation to 
pipeline sales of gas in the domestic market is based 
on the belief that such regulation should not be ex- 
tended to any field unless there appears to be an 
obvious and specific need for it. The regulatory 
process inevitably delays putting decisions into ef- 
fect. Considerable costs are incurred by both the 
regulator and the regulated companies to establish 
all the information needed for regulation. It seems 
reasonable to conclude that there is need for regu- 
lation where the private parties involved in the 
pricing situation are, on the one hand, a large cor- 
poration supplying essential utility services and, 
on the other hand, thousands of relatively small 
buyers of these services. But this conelusion does 
not hold in the natural gas business, where pipeline 
companies are dealing with distributing companies, 
and each side is able to take care of itself. Exper- 
Lenee, of yohe.B<C. Electric im the negotiation of 
prices for gas from pipeline companies (described else- 
where in this brief) convinces us that reasonable 
price fixing (in the circumstances existing) can be 


achieved by the management parties involved and 
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there is no "obvious and specific need" for the 
introduction of any element of public management 

in the price-fixing process for domestic sale of gas 
between parties of this order. If such a need should 
ever develop in the future, appropriate legislative 


accion can be taken then. 


If this conclusion is sound, the many 
ovhner features of public utility regulation’ that: toi= 
low on from the price-fixing feature need not develop, 


For example, control over corporate structure and 


corporate financing need not be provided for and can 
be left to the scrutiny and test of investment mar- 
ket forces. 

Referring now to B.C. Electric's specific 
circumstances, it has two long-term contracts with 
Westcoast; the first guarantees a very large quantity 
OlGeass4Up to 150 million ¢.f.p.d.) until 1977 ata 


fixed price; the second guarantees up to a still lar- 


ger quantity (144 million ¢.f.p.d.) until 1981, of 
which 96 million is at a fixed orice, “EyG.-Biecctric 
does not want to jeopardize the maintenance of these 
prices as maxima. While on the one hand regulation 
might result in these prices being reduced sometime 
during the term of the contracts, regulation might 
equally well result in their bein; increased. (Under 
regulation by the F.P.C., Pacific Northwest's DL-1 
rate to Seattle Gas and Portland Gas was on 5th 


February, 1958 increased from $3.21 and 20¢ demand 
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and commodity charges to $3.53 and 2l¢ respectively; 
this represents an increase of 2¢ ver Mcf at 90% 
load. factor.) . For example, if Westcoast were to 
double “or. triple its facilities, each time at a 

Uni COstlereater than that of the first Ceci ht Les. 
and it were allowed to earn a return calculated 

upon the whole of its rate base, the resultant rates 
might exceed the rates in the contracts; or rising 
Tice orcas applicable to additional quantities of 
gas would be reflected in the regulated price of 


fas Sold under, the oririnal contracts. 
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Another aspect of the matter that we have 
considered is how effective could regulation be if 
it did not include regulation of the prices 
chargeable by producers to the pipeline for gas at 
the wellhead or gathered in the field. Here in 
Canada an attempt by Parliament to resulate these 
prices would almost certainly run into constitution- 
al difficulties; while in the United States recent 
and current events point to the PractLegs diet 
culties in the way of regulating producers! prices 
and suggest that such regulation is by no means an 
unqualified blessing. 

On balance, we have come to the conclusion 
that it will be better for B.C. Electric's customers 
if the price chargeable by Westcoast for gas is not 
subject to regulation. 

For all the reasons that we have indi- 
eated, we submit to this Commission that it should 
recommend against the regulation of the price of gas 
chargeable by pipeline companies to Canadian distri- 
butors. 

if-there is to be Price Regulation, What 
Form Should it Take?: If the Commission reaches a 
conclusion on price regulation contrary to that 
which we urge, the question will arise, what form 
Should regulation take? At the outset we urge that, 
whatever general form it takes, it should in some 


way protect the long-term contracts of Canadian dis- 
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tributors who have made such SOnvrecus we Ueing B.C. 
Electric's specific case as an example, the legis- 
lation should provide that the prices 2nGLls cone 
tracts shall not be revised upwards aS a result of 
anything not directly connected with Westcoast's 
original line, through which the contracts contem- 
plate that it will be served, Corresponding protec- 
tion for Westcoast would provide that the prices 
shall not be reduced unless it is earning more than 
a reasonable return on that particular line. 

In connection with price regulation we 
refer again to what has been indicated elsewhere in 
this brief about keeping the procedure before the 
National Energy Board simple, and we urge the need 
for expedition in disposing of the Board's business. 

Field Prices: Reference has been made , 
in passing, to field prices. In the United States, 
they have been rising much more Papicly char has 
the cost of long-distance transmission. Similar 
Upendeiigve Gin gorospect “in Canada. (Bic) Brectrid; 
like other Canadian distributors, is therefore con- 
cerned about the effect of rising field prices on 
the delivered price of gas and the manner in which 
these higher costs are passed on from the producer 
to the consumer. 

The situation in which we find ourselves 
is this: Our supplier, Westcoast, has entered into 


contracts with producers in the Peace River area of 
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British Columbia and Alberta which contain 2 
"favoured nations clause". So far, Westcoast has 


been able to obtain its supolies at a basic field 


price which, subject to certain deductions at limi- 


ted throughputs, starts at 10¢ per Mcf and rises to 
124¢ per Mcf over a twenty-year period. Sooner RG 
later, Westcoast may well have to pay More (Lopeucse 
gas. When the time comes for B.C. Electric to ask 
Westcoast for additional quantities to meet the in- 
creasing demands of its customers, and when the time 
comes for it to negotiate the price for the last 48 
mpl Pon we oo rd Deeea ae chermmigils plant contract. 
B.C. Electric may well be asked to pay hicher prices, 
not only to cover probable higher field prices of 
the gas which it requires, but also to provide suffi- 
cient revenue to satisfy the probable increase in 
average price on all the gas produced in the Peace 
River area, 

Low wellhead vrices were essential to the 
launching of Westcoast's original pipeline project. 
Drilling and other costs have, however, been rising. 
New contracts are also being written elsewhere in 
Alberta at prices well above those in effect in the 
Peace River area.« Some of the larger producers are 
already asking more for their gas. As we see no 
immediate prospect of further gas being available 


forsexport tortie United States from this area; the 


e 4 thee 
Canadian consumer will probably be required to ‘up- 
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grade" the field prices on all gas produced, inclu- 
ding that needed for the present export contract. 
Dia tilectric, bein: the largest British Columbia 
distributor concerned with this problem, is: there- 
fore anxious to draw this Situation to the attention 
of your Commission. It recommends that consideration 
be given to enabling authorized Canadian distributors 
on occasion to purchase their own Supplies of natural 
gas in the field and have them wheeled by pipeline 
companies to the areas of distribution, and in this 
way avoid paying higher field prices on natural gas 
previously contracted for consumption in the United 
States. 

This situation stems largely from the 
fact that the original producers who signed up with 
Westcoast were willing to take low prices in the early 
years in order to get the line built. The 2e¢ export 
price at Huntingdon placed a comparatively low ceiling 
on the return which they could initially expect in 
the field. However, it was apparently honed that, 
as sales increased in Canada and as further volumes 
of gas were exported to the United states, production 
from this source would begin to earn a return more in 
line with its true economic worth. Without a 
favoured nations clause, the original producers would 
have been penalized. But, with a favoured nations 
clause and a fixed 22¢ export price at Huntingdon on 
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purchaser alone of pipeline gas who, by coming later 
imeGhe cecheme lof ithiness, must help to raise field 
prices in the Peace River area to a level more in 
line with that prevailing elsewhere in North America, 

Another and verhaps even more important 
change that has occurred within the last few years 
has been indicated elsewhere in this brief: In 1954, 
when Pacific Northwest's application to import Peace 
River gas was finally approved by the U.S. Federal 
Power Commission, Canada was still regarded as a 
Supplementary source of supply. Now, however, natural 
gas from the Peace River area is in fact suoplying 
the prime requirements of Washington and Oregon. 
Applications are also being made to move large addi- 
tional quantities from Alberta into Montana, Idaho 
and California. iG Lesthesinvention both 6f Pacific 
Northwess and of the Pacific Gas and Electric Company 
to sell this gas to American consumers on a Mika OR 145 
long-term basis. In our opinion, the export prices 
at the International Boundary should properly reflect 
these altered circumstances. 

Whether this conclusion can fairly be 
applied rtonrpniedonioinawssOOmilidon c.f seed. standing 
by itself is open to question. However, the conclu- 
Sion is inescapable that, if the export price is not 
increased, Canadian consumers drawing gas from West- 
coast's Peace River line will, alone, be required to 


pay the higher prices necessary to provide the additonal 
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funds to maintain a high level of exploration and 
development in northern British Columbia and Alberta. 
The End Use of Natural Gas: Some thought 
should be given to the end use served by natural gas. 
It may be sold retail for space heating and other 
residential and commercial purposes. It can also be 
consumed by industries which make special use of its 
qualities, either as a raw material or as a rela- 
tively clean and controllable form of energy. These, 
it is often said, are the premium uses to which 
natural gas can be applied. Frequently it is also 
sold at a lower price and on an interruptible basis 
to heavy industries in competition with other bulk 
iuelLegesuch 68 residual-oil»and coal, Finally.,.i¢ 
may be employed in the generation of electricity. 
B.C. Electric is of the opinion that interruptible 
sales to industry are desirable in that they permit 
the heavy investment outlays in transmission and dis- 
tribution facilities to be written off over a larger 
volume of sales. It is also of the opinion that 
electricity As a hiehly desirable. form for energyto 
eke, \erConversion of natural gas: into: electric power, 
eutherm forsidcal cconsumption or for export » de: in 
essence a manufacturing industry. Considerable value 
Me) cherert ore tadded . Also, natural gas aS a resource 
is thereby up-graded and made available to a wider 
range of consumers than would be the case were iG 


confined to applications which can usually be served 
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by fuels other than electiiel tap. 

Developing this thought further, and bear- 
Lie ea Mean. bhatt electricity can be transmitted no 
less easily than natural gas, such firm export commit- 
ments of gas as may lead to the <eneracion of,,6lec- 
tricity on the other side of the International Boun- 
dary Should,. 1m, our view, be prohibited in their 
entirety: if Canadian gas is to be manufactured 
INVOseGLeOLriciLy,. the manufacturing should be done in 
Canada. 

Industries which use natural gas inten- 
Sively find it advantageous to establish themselves 
where their supply of fuel or raw material for the 
manufacture of petro-chemicals is both low in cost 
and can be guaranteed for 20 or 30 years ahead. 
Limitations on end use contained in a licence to ex- 
port natural gas could, therefore, influence decisions 
whether to establish certain gas-using plants on 
the Canadian or the American side of the International 
Boundary. So could the minimum price prescribed in 
a licence. B.C. Electric, therefore, urges that the 
Canadian authority which is eventually responsible 
for the granting of export licences should take al- 
ternative opportunities for Canadian economic develop- 
ment into account. 

At this point I would ask the Commission 
to let me read into the record an insert which has 


been distributed: 
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Elsewhere mention has been made of the pos- 
sible constitutional’ problems that would arise 
if a National Energy Board Sought to regulate 
Pield prices: but those problems should not 
preclude the seeking of complete information 
by the Board on all aspects of field prices. 
An example will show the importance of this: 
farce Supolies of gas in the ground are 
owned by some of the major Internationa Lave 
controlled oil companies which are not immed-~ 
lately dependent upon the sale of those suppli 
for revenue. This is DErLICuULeriy true of 
fields in northeastern British Columbia. The 
rate or growth of these reserves and their in- 
mediate evailability for Canadian consumption 
are, therefore, subject to several external 
influences, One is the extent to which the 
Oil with which he gas is associated can be 
marketed in the United States; another is the 
manner in which export promotions may be able 
to drive up the field prices for natural ga 
in Canada. The longer-term expectations of 
major oil companies, both with regard to the 
market for oil and the extent to which Canada 
may become a supplier of natural zas to the 
United States, will, consequently, be matters 
with which a future National Energy Board 


Snould familiarize itself, with a view to 
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trying to insure that the resultant policy 

of those companies,may not be detrimental to 

the antverests of Canada. 

Export Taxes: Until it was revealed in 

1955, tne Electricity and Fluid Exportation Act 
(R.S.C. 1952, chapter $3) provided that the Governor- 
in-Council might, by proclamation, impose export 
dUubies AOU Rexcceding 10¢ per 1,000: cubic «feet on 
natural gas exported from Canada.. The omission of 
this provision from the new Exportation of Power and 
Pluidssandelmportation of Gas Act (S.C. 1955, chap- 


ter 14), together with the altered wording in the 


new resulations made under it which vermitted licences 


to export gas to be granted for more than one year at 
a time, greatly facilitated the financing and con- 
struction of the Westcoast project. It is submitted 
that it would be a mistake to restore the power to 
LMposeeennexport tax. iCercainly- sucha power is not 
needed in order to control export under a system 
which prohibits: it except under licence; and, if av 
any time it becomes necessary for revenue to be 
raised from such a source, Parliament can act. But 
Parliament itself should not impose such a tax on 
energy or sources of energy alone; almost all other 
commodities may be exported without attracting 
taxes, and we cannot see any reason why there should 
be discrimination against energy or sources of 


energy. 
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We urge this Commission to declare it- 
selr to be opposed to the re-imposition of this 


exceptional levy on Canadian trade. 


In the event that an export tax on natural 
gas is revived, we are of the opinion thet it should 
be applied in such a way as to increase the vrice 
DasG DY Gmporters in the. United. States. It shoulda 
not, as is presently the case with electric power, 
serve to reduce the income of the Conadian exporter. 
Pi eeCrrre Lo also of the opinion that, in eir- 
cumstances where the exoort traffic is in such a 
position that it could afford to absorb an export 
tax, the circumstances should rather be used in such 
a way aS to directly reduce the rates paid for 
natural gas by purchasers in Canada. 

Drafting of Legislation: It is probable 
that, after this Commission has made its report, the 
Government will @ive instructions for the drafting 
of legislation. All too often those who are asked 
to prepare legislation have had no opportunity to 
familiarize themselves with e11 the ramifications 
of the subject matter of the legislation. We 
strongly urge that, after legislation is drafted 


and before it is introduced, an opportunity be given 


to interested parties - say, for example, those who 
have presented briefs to this Commission - to ex- 


amine the draft and make suggestions. 
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All of which is respéectiuliy submitted 
on behalf of British Columbia Electric Company 
Limited. 

THE CHAIRMAN: Thank you very much, Mr. 
Robertson. 

He. Paccil1o? 

Mi PAT ELLO: Thank you, Mr. Cheirman. 

Now, I had proposed to ask these questions 
and you can decide amongst yourselves which one will 
answer the question, but until the Reporter gets 
accustomed to the sound of your voice, will you please 
Say who is answering the question? 

iPivieno FO Civeer your Strention to. this 
part of your brief which you have just been reading 
about and which begins on page 19. On page 19, about 
eight lines down from the top of the page, you say: 
"B.C, Electric recognized the position of Westcoast 
that had resulted from the F.P.C.'s decision which 
denied Westcoast the status of a primary supplier and 
left it only an opening as a subsidiary supplier of 
the American market." 

Now, am I correct in thinking that immed- 
iavely prior CG the FiP.c. handing dow its decision 
in favour of the Pacific Northwest, Westcoast was 
contemplated as a Canadian transmission company taking 
gas to Huntingdon, and a wholly-owned subsidiary of 
Westcoast, Westcoast Lic... would: import. 20 and dis- 


tribute it in the United States? 
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MR. ROBERTSON: Yes, but I think the 
Situation was a little complicated by a company 
called Trans Northwest which I am not too clear 
about. 

MR ADT ILLOs What I want you to tell 
Ney Wndersuand whe FP .C.ts-decision had only 
Said that the American wholly-owned subsidiary could 
not import. 

MR. ROBERTSON: Yes, it was only Westcoast 
Inc. which was an applicant before the Power Commis- 
Sion; Westcoast Limited was not. 

MR. PATTILLO: Where was there anywhere 
any decision which denied Westcoast the status of a 
orimary supplier and left it only an opening as ‘4 
subsidiary supplier of the American market? 

Mio ROBERTSON: The Westcoast project was 
made up oF Westcoast Limited, of Westcoast Inc., 
Westcoast: Limaved bringing the @as to the inter-~ 
national boundary, and Westcoast Inc. distributing it 
in Washington. When Westcoast Inc.'s application 
was dismissed, then the whole of Westcoast's project 


fell to the ground. 


a 1. o 


7+ indie 4 +40 sensi 
| qnatiehs » 4 sagen tad’ at 


' 
i a FR aes gis A eS A tT PVE aa 
; ipo. > Whee! setae a) ie Oe wv 


a ak ok 
¥ 4 Ash 4 
EiSd as Woy, tee’ Dede TENS 6) | 
; A : ane ‘ F i : Ver 4 
¢LAD | ALLALASH  < Ail +. % sue beregetshny IT a= " 
Clvbt VAN cotta haan fod aealtenk sat Gene hiss 
- 
 . teogmt von 
9A) ad Sas 2 E yee es - + ore = ’ are - PION ee 


ERGY TOWOY Se cabo”. Felt gee i Sa Soe . On oe 


} ' 
| . ou oy | pany Gane HiIl Jee es gay note 


7 


=d Ele 


MIM ANS . O91 ROW BeSAe ae a a ao. SM 


gla [ oF Saye H F ; 12 Pb pata PEE cal ky Ee Sian 


I 
ms 
: 
: 
>» 
‘ 
~ 
we 
Ai! 
* 
> 
= 
re 


OPS 9 (42, } . ; mot bevlgid sesos7eew 


*, 


ig} ) Se naoy ged) GAS: vr opeilet Pana tean 


f Pin ited Horanctecw ms 
1 
a BUPA B oO: lh Ch. ORT SAE ease is skline.th Baws 
4 le i 
_ hirer” ORS ot Lisy 
- j i 
i 
: 43 
/ 
) - “ 


| ‘ | 
: ry ; _ o ye a a 7 -) 1 , rr UJ +A. a 


2 
ANGUS, STONEHOUSE & CO. LTD. Y 
TORONTO, ONTARIO 


Re Cele LOe Ves). 1 agree with that. but 
that is not what you say. You Say that it denied 
Lt the status of a primary supplier and left it only 


an opening as a subsidiary Supplier of the American 


markeu. 2G dia not leave it any opening at all, did 


ie 

MR, ROBERTSON: It was able to make an open- 
Uy cheap 

MR PATTILLO: Oh, that followed subsequent -~ 
ly, but at the time that decision came down, the idea 
was, was it not, that Pacific Northwest was going to 
buy its gas from the five corners and transmit it up 
through the States as far as the border? 

MR. ROBERTSON: Yes. 

MR. PATTILLO: And that was the scheme that 
was approved by the F.P.C,? 

MR. ROBERTSON: Yee. 

MR. PATTILLO: And there was not any contempla- 
tion that Pacific Northwest was going to buy any gas 
from Westcoast at all? 

MR. ROBERTSON: Not at that time. 

Vw EAE LLOe Ne, 

MR. ROBERTSON: Bub the decision of the 
Federal Power Commission, which is the basis for 

what we say here, reads, beginning at page 24, as 


follows: 


"The Natural Gas Act imposes upon this Commission 


"the duty to protect the American public in all 
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"possible respects through the regulation and 
"control of the transmission and wholesale sale 
"of natural gas. It is most essential that the 


"domestic consumers and much of the industry in 


"any area into which natural gas is introduced 
"pe reasonably assured of a firm supply, so far 
"as is possible through such regulation and 
"control. We would fail in our duty if we did 
"not jealously retain and exercise our full legal 
"powers to this end, Therefore, in granting any 
"application under Section 3 of the Act for the 
"importation of natural gas, the Commission must 
"not fail to give the fullest possible protection 
"to all the prospective consumers. 

.: Such protection would not be afforded to any 
"segment of the American people if its sole source 
"of essential natural gas were through importation 
"from a foreign country without some intergovern- 
"mental agreement assuring the continued adequacy 
"of its supply. Otherwise, all control over the 
"production, allocation and transportation to our 
"porder of such natural gas would be in the hands 
"of agencies of foreign governments ... " 

et cetera, et cetera. 

| Now, there the F,P.C. precluded the imported 
| Canadian gas as the primary source of supply - - 


MR, PATTILLO: Not as the primary, but as 


the sole source of supply. 
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MR. ROBERTSON: DOL, 217 ou Wika. They 
left it open for Westcoast to come in as a secondary 
source of supply. 

MR, PATTILLO: Well, as one of the sources 
of supply? 

MR. ROBERTSON: Rae Pee 

MA. PATULELLO: Now, at page 19 of your 
brief you say here: 

"B.C. Electric was able to get Westcoast to agree 
‘on terms more favourable to B.C. Electric than 
"the terms Seattle and Portland were able to 
"obtain from Pacific Northwest." 

Now, is there anything strange about that? 
Pacific Northwest, in buying gas from Westcoast at the 
border, according to the information we have received 
before, estimated it was going to cost them 10¢ to 
transmit it from the border to San Francisco, 

You knew about that? 

MR. ROBERTSON: Not at the time, 

MR. PATTILLO: You did not know about it at 
the time, Well, at the time that you were doing this 
negotiating with Westcoast, did you then -- or is this 
hindsight -- did you then consider you were getting 
terms more favourable than Seattle and Portland were 
getting at that time from Pacific Northwest? 

MR. ROBERTSON: Yes, 

MA. ATT EGO? You thought you were 


getting better terms? 
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MR, ROBERTSON: Certainly. 
MR, PATTILLO: | At the time you made this 


negotiation, did you examine the contract between 


Westcoast and Pacific Northwest? 

MR. ROBERTSON: Yes. 

MR. PATTILLO: Did you make any calculations 
as to the costs that were going to be imposed on 
Westcoast in fulfilling that contract with Pacd fac 
Northwest? 

MR. ROBERTSON: My recollection is that 
Westcoast produced figures which we examined. 

MR. PATTILLO: And did you appreciate them 
that at least it could be argued that, on your con- 
tract, the contract that you were entering into, 
the B.C. Electric consumer was going to be subsidiz- 
ing this contract with Pacific Northwest? 

MR. ROBERTSON: It all depends on the sense 
you give to"subsidizing". If you mean by "subsidize" 
that Pacific Northwest is paying less for the gas 
than we-are paying, that.is right; but there is 
also .the aspect of it, that without the Pacific 
Northwest contract it appeared to us that there would 
NOtebesvanyrecassfor us, so.it would not. be a question 
of comparing prices at all; there would not be any 


price. 


MR. PATTILLO: They would not be able to 
build a line unless they could sell gas to the United 


states as webl asuto the B.C. Electric? 
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Leecept thas, our. Robertson, but let me 
get back to this: Did you, at some time before you 
entered into this contract with Westcoast, have 
figures prepared by somebody in your company that 
clearly showed to you that it was questionable whether 
the Westcoast contract with Pacific Northwest could 
be profitable or not? 

MR. ROBERTSON: You mean Standing by itself? 

MR. PATTILLO: Yes. 

MR. ROBERTSON: I don't remember. 

MR. PATTILLO: “Did you have any figures 
prepared that showed you the prices that you were 
going to pay were going to make the difference between 
operating the Westcoast line at a profit or loss? 

MR. ROBERTSON: I think Westcoast showed us 
figures, the effect of which was that, with the price 
that we were asked to pay, the line would be an 
CCOnoMmic POSsSLDLIIGy . 

MR. PATTILLO: Did they also show you 
figures which, if you got the same price as Pacific 
Northwest, that the line would operate at a loss? 

MR. ROBERTSON: No,they didn't show us such 
figures, but I think it was pretty apparent. 

MR. PATTILLO: And had you people made any 
such figures, yourselves, in your own company, this 
Bicy Blectrre Company, this B.C. Erectric Company, 
this large organization? 


MR. ROBERTSON: Had we prepared a separate 
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set of figures for Westcoast? 

MR. PATTILLO: Yes, 

MNEs ROBERTSON:. No. 

MR. PATTILLO: You did not do any costing 
at.al1? 

MR, ROBERTSON: We examined their figures, 

MR. PATTILLO: And were their figures that 
you examined made up on the F.P.C. basis of calculating 
cost? 

MR. PURDY: I will have to ask in what 
Pespect Of. tP Con reculation, 

MR. PATTILLO: Well, you know, Mr. Purdy, 
that the F.P.C. staff have a method of determining 
the cost of transmission, making certain charges to 
demand, certain charges to commodity, making an allow- 
ance for a return and arriving at a cost per 100 miles, 
You have seen such calculations, haven't you? 

Pi ain es Yes, 

MR. PATTILLO: You are familiar with the 
F.P.C. staff method? 

ME... PURDY:. Yes. 

MR. PATTILLO: Were the figures shown to 
you by Westcoast made up on the F.P.C. staff method 
approach? 

MR. PURDY: As I remember, that classifica- 
tion of accounts was not of any significance in the 
cost estimates that we received, but what we received 


was a typical thing, estimates of revenue under 
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estimated market -- market estimates and prices, 
and the cost of operating the line and the net 
operating profit that was left, and then that net 
operating profit expressed as a percentage of the 
investment in the pipeline, 

In other words, it would be what we call 
on the fair return, fair value regulation, 

My pert LEO: «Well... \Mr. Purdy,if you know 
the F.P.C. staff method I have been talking about, 
were the figures submitted to you by Westcoast made up 
in accordance with that method or not? 

MR. PURDYs I don't know, because they did 
not need to be. 

MR, PATTILLO: Now, you say here that there 
are four differences between the original contract 
between the B.C, Electric and Westcoast and the 
contract between Pacific Northwest and the cities of 
seattle and Portland, but is that a proper comparison? 
Wouldn't it be more correct to compare the differences 
between the contract between B.C. Electric and West- 
coast and the contract between Westcoast and Pacific 
Northwest? 

MR, PURDY: We made that comparison also, 
as our submission shows, but here we have a comparison 
that is significant for our consumers. These things 
are an advantage to the consumers in the area that 
we serve and certainly were of concern to us and, in- 


directly, then, of concern to the consumers. 
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MN, LATr CLO: ” 36 you think the only sig- 
nificant thing for the consumer in Vancouver is to 
compare the price of gas and the Lactors in the 
contract you have with the contract that a distribu- 
tor for Seattle and Portland has? 

MR. PURDY: Not “only. I say this fs one 
comparison that has some considerable Significance, 

MR. PATTILLO: Now, on page 20 you make the 
Statement that you were going to be able to bring 
gas here at prices substantially lower than those it 
was then charging for its manufactured gas. Have you 
ever heard of natural gas selling at prices higher 
than manufactured gas? 

MR, PURDY: I have made no examination of 
GG aa ley 2 

MN. PATVriuLo: “Well, let me Dub LG has 
way to you, Mr. Purdy: in your knowledge of the gas 
business in Canada have you ever heard of manufactured 
gas being made anywhere in Canada for a price less 
than natural gas, when that was available? 

MAS rURDY? “Hin general, no, I haven't. 

MR. PATTILLO: Now, this arrangement that 
was made in 1956 whereby gas was brought in from the 
United States: that arrangement was a mutually ad- 
vantageous one for all three parties to it, was it 
not, Pacific, Westcoast and your company? 

Mie UabDY:.’ “That is viehe. 


MR. PATTILLO: Then, when you came to 1957 
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and you decided that you were Soine Go. build this 
tiermal plait, eS which you refer Starting at page 21 
of your brief, why, when you negotiated that contract, 
did you not fix a firm price for the residue of 

48 million? 

MR. ROBERTSON: Because Westcoast would not 
tile themseives up to lthet additimal quantity. 

MR, PATTILLO: At the time of those negotia- 
tions) didadtbecome. clear that the price of 22¢ was not 
a profitable price to be selling the gas to the United 
states for by Westcoast, as shown to you? 

MR. ROBERTSON: That was the conclusion I 
drew, yes. 

MAL, PAPTERLO: And was that ever stated to 
you by anybody of Westcoast? 

MR. ROBERTSON: I would like to refer to 
somebody else. 

Ne dee ei bO? «Add. right, 

MR 2sROBERTSON:, No, they did notsaythat. 

MR. PATTILLO: Now, on page 22 you make this 
extraordinary statement here: 

"The additional 100 million cubic feet per day 
"of gas which Phillips Petroleum Company had 
"contracted to sell to Westcoast was only avail- 
Naple if it awas, towbe exported to. Pacific 
"Northwest." 

Were you told why that was so? 


MR. ROBERTSON: IT have been told since. 
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i wera Oe » Al), right, why? 

MR. ROBERTSON: Because Phillips Petroleum 
wanted to tie its gas up only if it knew that there 
was an assured market for it, 

. MR, PATTILLO: Was it because Phillips 
Petroleum had an ammonia plant which was receiving 
gas from Pacific Northwest? 

MR, ROBERTSON: That was never mentioned. 

I don't know whether it was true or not. 

MR. PATTILLO: You have never heard that? 

MR. ROBERTSON: I have heard mention of 
the plant recently, but I never heard anything about 
it at the time. 

MR, PATTILLO: But you have heard about 
it since? 

MR. ROBERTSON: Yes. 

MR, PATTILLO: So this Phillips Petroleum 
Company was in Canada, doing business in Canada and 
saying, "We will sell gas to you, Westcoast, provid- 
ing you only sell it to Pacific Northwest so Pacific 
Northwest can supply our plant down in the States"? 

MR. ROBERTSON: I am afraid I went too 
far in what I said in my brief here. I have since 
looked again at the Peace River gas purchasing agree- 
ments and, if I were cross-examined by Westcoast, I 
am afraid I would have to admit that my statement 
about only being available for export is not entirely 


true. The fact is that the agreement provides that 
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either party may cancel if, by the 3lst of December, 
1957, a certificate has not been issued to Pacific 
Northwest for its imports of the gas. That cancel- 
lation might be made at any time within three months 
after the 31st of December, 1957. 

Mw sPATEELLO* Now, Mr. Robertson, again 
looking at page 22 and just about where I read before, 
you make this statement: 

"EGE QORD, oY 
-- and that is Westcoast -- 
uy. «)6«6was: able to persuade B.C. Electric that 
iperprosect ecuL@enouarlord vordel) ‘cas to B.C. 
Electric at ’that' price.” 

That is the 22¢ per mcf price. How did they 
persuade you? 

MR, ROBERTSON: They showed us statements. 

MR. PATTILLO: Which showed what? 

MR, ROBERTSON: That they could not make 
any money at that price. 

MR SCPATTILLO:. That they t¢ould not’ pring 
gas to Huntingden at that price, is that it? 

MRYOROBERTSON? Well, of course, the 
statement did not talk in that way, but that would 
be the netrerrect of it. 

MR, PATTILLO: Well, something persuaded 
you. 

MR. ROBERTSON: If they sold gas in addition- 


al quantities which required further compression and 
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so on at 22¢, that the project would not go. 
MR. PATTILLO: Well, in this persuasion 


that they used on you, did they show you what was 


the lowest price thatthey could sell it at at 
Huntingdon for? 
MR. ROBERTSON: No, I don't think they 


showed us that. 


MR, PATTILLO: Did you carry on these 


negotiations for this thermal plant? 

MR, ROBERTSON: Partly. I was one of 
those in the negotiations. 

Mie PAVELULOy Throughout? 

MR. ROBERTSON: Lee: 

MR. PATLELLO: Now, avi page 23, you 
apparently attach considerable importance to this 
Clause 5 that you have there. 

MR. ROBERTSON: The same imoortance as 
vo tne rest of it, as part of the narrative. 

MR, PATTILLO: Well, actually, having 
Tepara to the@lecavion, of this pipeline Punning 
from Peace River to Huntingdon, having regard to 
your knowledge of the commitments presently exist- 
ing with Pacific Northwest, to Inland, to your- 
selves, and the sources of known supply in the Peace 
River, that clause does not mean a damn thing, does 
I it? 

MR. ROBERTSON: We felt it did. 
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&@ pious hope clause? 

MR. ROBERTSON: No, 

MR. PATTILLO: Why did you take the posi- 
tion with Westcoast that you would strenuously 
oppose it getting an export permit to furnish another 
100 million cubic feet per day to Pacific Northwest 
if Pacific Northwest exercised the option given to 


it under the agreement? 
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MR. ROBERTSON: Because, as we had pointed 
out in this brief, the price at which Westcoast sells 
to Pacific Northwest has an effect on tne rice. au 
Which it can sell to us and we thought 22¢ was too low 
and that Westcoast should not sell anymore at that 
Orice, “ereccevy, 2c as a fact ot Life that Weet= 
coast had to make a 22¢ contract to get the thing 
going but we thought that was as far as it should go. 

MR. PATTILLO: .On what information did you 
draw the conclusion that Westcoast had to accept 22¢ 
to get the thing going? 

MR, ROBERTSON: The statement thatthat was 
the best deal they had been able to make, 

MR, PATTILLO: Made by whom? 

MR. PATTERSON: Between Westcoast and Pacific 
Northwest. 

MR. PATTILLO: Who made the statement that 
was the best deal they had been able to make? 

MR, ROBERTSON: Well, our negotiations 
in early 1955 were, principally if not entirely, with 
Mr. D. P. McDonald and Charles Hetherington and we 
had long discussions with them and the impression 
I got was that, naturally, they had made the best 
deal they could. 

MR, PATTILLO: You say, page 24: 

"Tn the circumstances existing in late 1954 when 
"Canadian gas was regarded by the authorities 


"in the United States as an inferior source of 
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"energy - - ", 


Where do you find anything that supports that state- 
ment that the authorities consider Canadian gas as an 
inferior source of energy? 

MR, ROBERTSON: In the same passage, in the 
opinion of the Federal Power Commission that I read 
eartler. 

MR. PATTILLO: Do they not say then they 
consider it would be a mistake without there being a 
treaty between the countries to have any segment of 
the population of the United States solely dependent 
On Loreien country for. its gas supply. 

MR. ROBERTSON: That is right. 

MR. PATTILLOs Is that where you got the state- 
ment that Canadian gas was regarded by them as an 
inferior source of energy? 

MR. ROBERTSON: Yes, they regarded anything 
less than a source of energy guaranteed by treaty or 
a source of energy from within their own boundaries as 
one which was not acceptable by their own people. 

MR, PATTILLO: As a sole source? 

MR. ROBERTSON: Yes. 

MR. PATTILLO: Are these words your own: 

"an inferior source of energy"? 

MR. ROBERTSON: I do not think so; several 
of us have been working on this brief and which one 
gets the credit for that, I do not know. 


THE CHAIRMAN: They are not quoted from 
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ie Her G, ft 

MR. ROBERTSON: No, 

MR. PATTILLO: The words that follow on 
that: 

"Westcoast could do no better than it did when 
"it agreed to the price of 22¢", 
What is the authority for that statement? 
MR. ROBERTSON: Again, information we got 
from Westcoast during the negotiations in 1955, 

MR, PATTILLO: And what does this mean: 
"and the authorities regulating the export were in 
the same position"? 

MR. ROBERTSON: If the authorities had re- 
fused an export permit at that price, in our view 
it would not have resulted in the Americans agree- 
ing to pay more but merely resulting in there being 
no pipeline, 

Mi SPATPLLBOS “Shat- is your view? 

MR. ROBERTSON: Yes, 

MR. PATTILLO: Do you know whether the 
American authorities inquired into the adequacy 
of the price of 22¢ at all? 

MR. ROBERTSON: No, I do not. 

MR. PATTILLO:Thén you say: 

"The American situation and attitude have now 
"changed." 


On what do you base that statement? 


MR. ROBERTSON: I base it on the fact that 
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Washington and Oregon are apparently now -- in fact, 
being supplied primarily if not exclusively with 
Canadian gas and Pacific Gas and Electric want gas 
LOL Gannsoretia and Pacific Northwest wants more eas 
for its system. 

MR, PATTILLO: As the sole source of supply? 

MR, ROBERTSON: I do not know enough about the 
reserves available to this company to say positively 
it would not be the sole source of supply but I 
rather imagine,if they get this Canadian source, they 
will not have a comparable source to which they 
can turn at a moment's notice in the United States. 

MR. PATTILLO: I was wondering where you 

got this statement; 

"The American situation and attitude have now 

"changed," 
The only thing that has happened is that Pacific 
Northwest, which is buying gas from El Paso and 
bringing it up’ from the south is also buying gas 
from Westcoast at the border and it has more than 
One Source ol ‘suppdyr. ts that not right? 

MR. ROBERTSON: I have here, I cannot 

but in sfineer on “At, but I think there’ Wave alse 
been statements in the Federal Power Commission or 
made by members of the Federal Power Commission 
indicating they did notintend to adhere at all 


closely to the principae they enunciated in 1954. 
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MR. PATTILLO: Mr. Fish has been retired. 
You make this statement on page ol: 
"We can see good reason why, if Pacific Northwest 
"wants more than its 300 million cubic feet per 
"day from Westcoast it should be required Go 
"pay such a price for the additional Quantity. << ae 
that is, the hundred milion? 
MR. ROBERTSON: Yes. 
MR. PATTILLO: " - - that the average cost 
"of all its gas purchased from Westcoast will 
"approximate a reasonableprice at the border, 
"having regard to the price at which sas for 
"Canadian consumption is sold," 
Now, what is a reasonable price, in your opinion? 
MR. ROBERTSON: I cannot answer that question; 
iL naverlno opinion’ on the subject. 
MR. PATTILLO: So you have not worked out 
any examoles to see how much Pacific Northwest would 
have to pay for that additional hundred million cubic 
feet? 
MR, ROBERTSON: No. 
Mes PAvTEOLoO: Mr. Chairman, could we-nave 
a few minutes break? I have finished that phase of 
the matter and I am going to the next subject. Perhaps 
the Commission would like to ask any questions they 
have on that phase of the subject matter before I shift. 
THE CHAIRMAN: We will have a break for ten 


minutes. 
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---A short recess, 


THE CHAIRMAN: Gentlemen, the Commission 
will resume its hearing, Mr, Robertson, when you 
answered Mr, Pattillo about a reasonable return by 
Westcoast and they talked about it; what rate of 
return on investment did Westcoast use? 

MR. ROBERTSON: They were hoping it would 
be 73% on a depreciated rate basis. 

MR. PATTILLO: As time went on. 

MR. ROBERTSON: Yes, 

MR. COMMISSIONER HOWLAND: Mr. Robertson, 
you refer to the F.P.C. decision on Westcoast 
Incorporated's application. 

Ma ROBERTSON: Yes. 

MR, COMMISSIONER HOWLAND: My recollec- 
tion i8 that the F.P.Cc. turned that down partly 
on the grounds their studies of the economics of 
the proposal of Westcoast were not such as to offer 
the possibility of successful operation. AmTI 
right or wrong? 

MR. ROBERTSON: I think there was some 
element of that in the opinion. As I remember, 
their principal ground was theme which I read to 
Mr. Pattillo earlier this afternoon. 

MR, COMMISSIONER HOWLAND: I am not sure 
that my recollection shows there was any principle, 


first or secondary, to support that implication 
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that the proposal of Westcoast Incorporated was not 
in itself sound and, therefore, they reached the 
firstedecision: on that . 

MR. ROBERTSON: I am afraid I am not in a 
position to help you, sir. I would have to read LG 
again and see. 

THE CHAIRMAN: All right, Mr, Pattillo. 

MR. PATTILLO: Thank you, Mr. Chairman, 

Mr. Robertson, looking at page 25 under your subject 
head: "Should there be regulation of prices charged 
by gas pipeline companies", am I correct in thinking 
that one of the main reasons that you say there is 

no need for regulation of prices charged by gas 
pipeline companies is that they are purchasers rather 
than distributors such as B.C. Electric who are 

quite capable of taking care of themselves. 

MR, ROBERTSON: Yes. Usually a pipeline 
company,<“certainily it is the situation here ,has 
only two or three customers each of whom is in a 
posi tiomico bevvocal It is not Inke the case of 
avutt lity Wao sells. to thousands of smali people; 
no one of which can hurt the distributor by refusing 
to make a contract. 

WRAL PATTILLO: “Asstong as mo- public? Uuitity 
pays any attention to the price that a distributor 
may pay to a pipeline company, which is the case in 
britisheColumbia, is‘ it nov? 


MR. ROBERTSON: I am afraid I do not agree 
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With you there . 

Mi PA oLOe The public utility pays 
no regard to the price that you are presently 
paying to Westcoast foryour gas other than to use 
it as a base to fix the rate which you may charge 
LO wire “Consumer; 

MR. ROBERTSON: That isall it has done 
SOD, 

MR, -pATELLLOs Right; and if you have 
that situation, do 'you consider that in the nego- 
tiations that took place between Westcoast Transmis- 
sion -and B.C. Electric that “there.was no body that 
could consider the price and that the relative posi- 
tions of the two parties were equally strong; the sup- 
plier, Westcoast and the proposed purchaser, Pcs 
Electric. 

MR. ROBERTSON: No, I do not. I think 
B.C. Electric was, probably, in a stronger position 
than Westcoast. We had an established manufacturing 
gas business we did not have to get out of; West- 
coast could not get into the business at all unless 
they made a deal with us. 

MR, PATTILLO: Well, if your position, 
in your opinion, was stronger than Westcoast, why 
did you agree to enter into a contract for the 
thermal plant power without having a fixed price 
for the last 48 million cubic feet per day? 


MR. ROBERTSON: You made a jump from the 
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position in 1955 to the position in 1957. We were 
talking earlier about the 1955 contract. 

MR. PATTILLO: No, I was talking about the 
regulation of price inaany contract. Let us £0 to 
the 1957 contract, then. Will you agree with me that 
in the 1957 contract, Westcoast was ina stronger 
position than B.C. Electric in the negotiations that 
took place as to the price for the gas to run the 
thermal power plant. 

MR. ROBERTSON: No. 

MR, PATTILLO: If it was not, why did you 
not negotiate a firm price for the final 48 million 
cubic feet per day? 

MR. ROBERTSON: We were not in the stronger 
position either. 

MR, PATTILLO: You were both in weak posi- 
tions; is that what you are telling us? 

MR. ROBERTSON: Equally weak or equally 
strong, whichever wayyou wish to put it. 

MR. PURDY: L.would like to.add this:..You 
must notice we were asking and got a great deal from 
Westcoast in that middle contract. We were asking 
them to protect our position in that we didn't want 
it today and were not willing to start paying today. 
They undertook to protect that 48 million cubic feet 
that we did not want until 1965. We were asking 
Westcoast for a great deal in that and we bought a 


ereat deal from them. We needed that protection before 
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we started the ordering of equipment so you must 

not disassociate the price from all the rest of the 
contracts. You must set that price in the total set- 
ting. 

MRS cea RELL: Me. -Purdy,. if you people were 
taking the position that you have expressed in the 
brief of telling Westcoast, "We cannot do anything 
about the 300 million you are under contract to 
supply to Pacific Northwest at 22¢ but if Pacific North- 
west endeavours to take up its option for the other 
100 million you then have to go and get a permit to 
export and that is where we will move in on you; we 
will fight that tooth and nail until there is a price 
which we consider reasonable for that". Now, that was 
the position you were taking and having regard to 
the capacity of this line and its possibilities and 
the fact there might be, from your action, a move to 
restrict to the unit ofa maximum of 300 million, I 
fail to follow where this provision to provide you 
with 48 million cubic feet per day sometime in the 
future was such a great deal. Can you tell me wherein 
it was? 

Migs PURDYs\ I think. 1tpspeaks: for wdteelfy 

MR, PATTILLO? I will put this to you then: 
you make this statement, "This conclusion does not 
hold in the natural gas business, that is the regula- 
tion of price, where pipeline companies are dealing 


——___|| with distributing companies and each side is able to 
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take care of itself." Do you think that in the 
negotiations you had over the several conuractse. 
having regard to the price that Pacific Northwest 
was paying Westcoast Transmission, B.C. Electric 
did a very good job in taking care of itself? 

MR. PURDY: Yes; I am completely convinced 
a igen tg woe 

MR. PATTILLO: Although you agree it is the 
price you are paying and passing on to your consumers 
that is making Westcoast Transmission a feasible and 
economic business. 

MR. PURDY: No, I have never come to that 
conclusion either. Everybody who is buying collectively 
makes Westcoast a feasible proposition. 

MR. PATTILLO: I agree it all adds so many 
dollars in the till but if everybody is buying at 
less than cost then it is not a feasible proposition. 

MR. PURDY: It certainly would not be. 

MR. PATTILLO: If somebody is buying at 
less than cost then somebody else, in order to make 
the whole thing feasible, must pay a price not only 
which will yield a profit on its own but will take 
up that slack of loss on the other; is that not so? 

MR. PURDY: Given, of course, against 
the background which is well-described in this brief 
of the sale of the conditions under which the 


300 million were sold to the States. This was a 


———|| sale that was necessary to the financing and construc- 
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tion of the Westcoast line and as our brief shows, 
we came into our contract, discussed with Westcoast 
that the line gave an appearance of potential 
feaséibility after the sending of the 300 million 


across the line. 
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MR, PATIILLO: Now, Mr. Purdy, from your exper- 
lence in gas do you agree that pipeline trans- 


mission companies on this continent make up the 


price which they charge to the distributor such 


as B.C. Electric by adding to the price which they 
pay to the producer the cost of transmission over 
the distance that is required based on Vey eis 

MR. PURDY: I believe that would be the 
echerainprocess, yes. 

MR. PATTILLO: And don't you think that 
it is essential in the operation of an interprov- 
incial pipeline that there be some independent body 
examine those tariffs to see whether they are fair 
and reasonable? 

MR. PURDY: Our view is expressed in the 
beter ewend it speaks for itself. \We belteve the 
two parties are close enough to reach agreeable 
prices. I can't add anything of any advantage to 
what is in the brief. 

Mie BATT ELOw Meo Purdy, 1 will ask you 
this question and you may decide that you don't want 
LO answeriac. amd if, you. don't, that 2s your privi- 
lege. Is the view that you are expressing here 
today just now of the fairness of these prices 
your own personal view or the view of all of the 
management of your company? 

MR. ROBERTSON: Yes, it was the view of 


the management that the contracts were worth entering 
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into when they were made, otherwise we would not 
have entered into them, and we have not regretted 
Lt Since, 

MR. PATTILLO: That is not an answer to 
phe question, 

MR. PURDY: I will answer the question. 
Yes, Bb) wasi their hwiew. 

MR. PATTILLO: Do you consider that there 
Should be no regulating body enquiring into the cost 
of transmission of gas by a transmission company 
such as Trans-Canada or Westcoast? 

Pee ROLERTSONSLNow Ie doents think’ thas 
anybody should be debarred from enquiring into those 
things. I think that might be one of those things 
on which a National Energy Board should keep itself 
advised. 

MR. PATTILLO: What would be the purpose 
of it if it wasn't for the purpose of determining 
whether the price charged was reasonable and fair 
or whether it was exhorbitant? 

MR. ROBERTSON: One of the purposes would 
be in dealing with the minimum price for export. 

Hn. SPATPILLO: Youomean that: in tne case of 
exporting gas from the country you should determine 
what the costs of transmission were to see whether or 
not a reasonable profit was being realized? 

MR, ROBERTSON: I think that the National 


Energy Board should be well advised and up-to-date 
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3655 
on the whole picture of energy costs and energy re- 
sources in the country.. 

MR. PATTILLO: Why shouldn't the Canadian 
consumer have that same protection? 

MR, ROBERTSON: Of being well informed? 

MR. PATTILLO: Why should the consumer of 
B.C. Electric gas have no regulatory body enquiring 
as .Corwnether-orrnotethe price charged’ to. Bice 
Electric was a reasonable or proper price? 

MR, ROBERTSON: I think the proper approach 
is not why shouldn't you regulate everything that 


happens in the country but rather, in this particular 


instance that is under consideration, is there need 
for regulation? I think you are approaching it from 
an entirely wrong point of view, if I may say so. 
Your assumption that regulation is a natural thing 
for all sales and purchases I don't agree with. 

MR, PATTILLO: If I have given you that 
impression, I am sorry, because 1 quite agree that 
I don't approve of it either. But you do agree that 
while you have gas going through the mains of the 
streets of Vancouver, it is a public utility being 
used by the people of the town, distributed by your 
company as a public utility. 

MR. ROBERTSON: Right. 

MR, PATTILLO: In giving 4 service, and 
a needed service. Now, I am suggesting to you that, 


if that is so, shouldn't I or any consumer on your 
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Main be assuced that the price that you paid for 
that has been enquired into by an independent body 
enya Come. LO tae conclusion that 26 isa 


reasonable and fair price? 


MR. ROBERTSON: If I were to agree with 
VOUS Would es so inave to urge that the public util- 
ities commission should, pass upon rates of pay for 
all our employees, and in the public utilities these 


rates .of pay are a very high component of the, cost; 


they should enquire into the cost of the typewriters 
we use in our office, they should enquire into the 
CGab OL everything... The cost of things is only one 
ofa laree number of costs which enter into the price 
which we charge our consumer. 

MA. EPATTILLO: Lt is the @as Ll am thinking 


=) dan a) 


CObpe@eo tac pipeline, 1b seems. to me that there 
is a difference between the direct cost of gas and 
the indirect cost of administration arising out of 
labour and the depreciation cost of capital equip- 
ment that you are using every day. 

MR. ROBERTSON: I am not an economist, but 
labour in my view is no less a direct cost entering 
into the cost to the consumer than gas itself, or 
in the transportation industry the gasoline which 
the buses: use. 


MR. PATTILLO: What I have difficulty in 


understanding is this: if you don't want the govern- 


ment of this country to enquire into and. 12 necessary 
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regulate the price charged by the pipeline company, 
ew co youvever bring yourself to agree that it is 


perfectly proper for a public utilities commission 


to enquire into the rates that you charge a consumer? 


MR, ROBERTSON: For the reasons set out in 
the brief, that the ordinary consumer, one of many 
thousands purchasing in ‘small quantities, first of 
of all has to have the gas or electricity or trans- 
portation, as the case may be, from the utility in 
tne-area in Whieh he Lives’ and hé hasn't in the brdin- 
ary nature of things to fight the price which he is 
asked to pay. That is not true when you are dealing 
with a pipeline which has only one or two or three 
customers. 

Pie Chl tao” «ONS Of your” op jecti.ens 2s; 

i tUhian, coat you bavye to reculation of price is that 
you seem to think that it may affect a long-term con- 
tract which you have negotiated,but that doesn't nec- 
essarily follow, does it? For example, if you nego- 
tiate a contract for your company with Westcoast for 
a period of twenty years and that contract has been 
enquired into and the regulatory body considers the 
price fair and reasonable and approves of it, there 
is no need then, and it doesn't follow, that that 


contract would be subsequently changed. 


MR. ROBERTSON: It doesn't follow it would 


be, but if the pattern of regulation followed that 


> which is usual in Canada and in the United States, 
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then the regulating body would have the right to 
substitute for the prices in the contracts other 
prices which it, considered fair and reasonable and 
hake These "ErLreetive in preeisely the way that. the 
Federal Power Commission has authorized Pacific 
Northwest to charge more for Seattle and Portland 
chen Gnethe contracts. 

MR. PATTILLO: Isn't that because of the 
fact that Seattle and Portland underestimated 
the quantities of gas they would require, and when 
Pacific Northwest went to enquire about additional 
quantities they found the price went up? 

MR. ROBERTSON: I think you are getting 
confused here. We are talking about the jurisdic- 
tion of Boards in the usual pattern. Those esti- 
mates of Seattle and Portland had nothing to do 
With the pattern that regulation takes in the 
United States and Canada. 

MRC PATREELOt -Youowidl agree’ with-mée- on 
this, that you could have regulation which could 
enquire into your long-term contract and, if it 
was fair and reasonable, approve it, and so far 
as the quantity of gas in that contract was con- 
cerned, you would get it at the price in that con- 
tract. 

MR. ROBERTSON: It could be, but there 


is no guarantee of it, and it would say that the 


regulatory body would fix the price. I don't know 
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of any practice, perhaps you will give me an example 
of it, where a commission Said yes, we have looked 
at this contract, we have looked at its terms, and 
2Gewil?i Ynchengeable) during its term,;, DP.doust if 

a commission would have jurisdiction over that be- 
cause 1c weuldsoekerdenial of rthe-jurisdiction the 
Stavrutrescave it. 

MR. PATTILLO: I.am sorry, I don't agree 
with you, but that is only a matter of opinion. 

MR. ROBERTSON: That is the only experience 
I have with regulation. 

MBpePAPTTILEOhs«Ltnis an entirely different 
thing, regulation for the supply of gas and regula- 
tion for telephone, for example, because the cost 
20ineriaGo Ghose rates vary fromiday to day, 

MR. ROBERTSON: No, where you nave a system 
of regulation it is open to the regulating body 
to make. a change in the rate at any time, and it 1s 
usual for them to make a change from time to time; 
and, ,omee J424ain prieers mothonly the costytoctine sats 
tributor, there are a host of other things which 
enter into it. 

MR. PATTILLO: You say at the top of page 
29: “Low wellhead prices were essential to the 
launching of Westcoast's original pipeline project." 
Do you know that of your own knowledge? 

MR. ROBERTSON: No. I know that by what 


Mr. McDonald and Mr. Hetherington told us in 1955. 
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MR. PATTILLO: Do you consider that the 
consumers in Vancouver or anywhere else have a 


1 we 


right to think that they should be able to get gas 
anc, if necessary, the producer should deliver that 
gas av wnat I. call distress prices? 

MR... ROBERTSON: Do I think they have a 
righ vO. get 1b at.distress prices? 

Migs tAhTriueO::. Yes. 

MR. ROBERTSON: No. 

MR. PATTILLO: Now, where you say your 
company recommends that consideration be given to 


enabling authorized Canadian distributors on 


companies to the areas of distribution, I am not 
sure that I quite understand what you mean there. 
Do you mean that B.C. Electric should go into the 
gas-producing business in Peace River and, having 
found the gas, would then sell it to Westcoast at 
the prevailing prices so that this "favoured nation" 
clause would not be affected? 

MR. ROBERTSON: No, I meant this, that 
B.C. Electric would buy gas in the Peace River area 
and would ask Westcoast to carry that gas for them 
to Vancouver and would pay Westcoast so many cents 
per mile for so many cubic feet. 

MR. PATTILLO: So you would go out and 


occasion to purchase tneir own supplies of natural 
gas in the field and have them wheeled by pipeline 
buy it from Westcoast so that you could avoid the 
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"favoured nation" clause coming into operation? 

MR. ROBERTSON: Yes, and they would pro- 
vide that if they buy gas at our prices then these 
pocuLo=pesamperved, IF they never bought it and 
never sold it that way and if it would follow that 
that would not trigger the "favoured nation" clause 


in Westcoast's contracts, 
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Mitte oe A CLO I would imagine thet if 
anything like that ever went chrough, the offteiets 
of Westcoast would have to stay a long way away from 
Une, Poeaces River: 

Now, Mr. Robertson, at page 30 you meke 
this statement here: 

"Tn 1954, when Pacific Northwest's aoplication 
to import Peace River cas was finally approved 
by the U.S. Federal Power Commission, Cunada 
was still regarded as a supplementary source 
of supply: Now, nowever, natural gas from the 


Feace (River ares Ts in fact supplying the orime 


requirements of Washington and Oregon.” 


Is that a statement of fact you make of your own 


knowledge? 


MR. ROBERTSON: I think there is somethire 


wrong! with (that date, Mr. Pattillo. In 1954+ when 
Pacific Northwest's application to import Peace River 
Saswas dinally approved by the U.S. Federal’ Power 
Commission =- I think that should be 1955. 

Min PATE LLG No pha lecorrect:.' “Fe ldy, 
 CREnKy Le wepieersy 2h 1955; I think you are rin 
in: February, 1955. 

MR. ROBERTSON : It was November or Decem- 
der VE Sass The contract between Pacific end West- 
coast was made on the llth of December, 1954. 

Maer APT TELOs That Ls PiSshe. 


MR. ROBERTSON: And it was not until the 
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following year, if the Commission would not mind 
changing the date. 

THE CHAIRMAN: Well, it seems to me that 
Mr. Hetherington could clear that up. 

Wass 10. 1955? 

MR. HETHERINGTON: 1955. 

MR. ROBERTSON: Now, I have lost your 
question, I'm sorry. 

Mit eee LL I wes really directing my- 
Belr to tne Last sentence of that: "Now, however, 


4 


natural gas from the Peace River area is in fact 
supolying the primary requirements of Washington and 
Oregon." 

I was asking whether you were making tnat 
statement of fact from your own knowledge. 

MR. ROBERTSON: No... GG amvot. “Li gotronar 
from Mr. Davis, who, I believe, looked into it. 

MR. PATTILLO: Then you say, in the last 
sentence of thet paragraph: “In our opinion, 
port “prices “at “the international boundary shoulda pro- 
perly reflect these altered circumstances." 

What do you say are the altered circum- 
stances? 

MR. ROBERTSON: That the Americans now 
have, apparently, a substantial need for Canadian gas 
and that they are orepared to allow LoevonbenDopeLy 
primary source of supply. 


MR. PATTILLO: Vou do not think they had 
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Gresigeme need, for 4t..in.1955? 
MR. ROBERTSON: Wels. j-GhiLS: abe “phe: .o lime 


when the Federal Power Commission gave its decision 
on the 18th of June, 1954, up until the present time. 
IT do not know if I could,choose a moment in time when 
Give —erensicion book wlace. - IL am.sure - ean't. 

MR PALTEILLO: Pose areal). the. questions 


Ee haveg Mra Chaieman. 


THE CHALRMAN: Mew Robertson, LT would Like 


tO ZO back to the position which jou. took with Mr. 


Pactd.) to.and bis line or questioning. respecting none 


regulation of the price at which a distributor pur- 

chased gas from 2 pipeline company. Let us get away, 

fomuthe. moment,..from Westcoast,. as,such.., there. are 
-e————————_—_—____. 


other pipeline companies in the country and you said, 


L 


Bo ek wecala tte ches this Board of which we have been 


at 


speaking should familiarize itself anc so on, but 


cshac was 


cai 


1 
ne 


Fy 


you left me with a definite impression 


Ja} 
chey 


ci 


just a matter of an academic exercise, tna 
would not exercise any jurisdiction. I cannot see 
Che. pone of that. 

MR. ROBERTSON: It would, as we conceive 
it here, have a great many functions to perform. 
One of those is an advisory function for the Dominion 


4. 


ana Provinciel Governments. Another is the authori- 


zing of construction of interprovincial pipelines; 
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another is the authorizing of construction of inter- 
national pipelines. In.each of these cases it decls 
aiso with vhysical expansion --- 

THE CHAIRMAN: On; Inrealized.sida thet. 

I am applying the academic exercise only to the voint 
of whether or not it is a fair price to you. They 

do not exercise any reguilatory authority, but you said 
they should familiarize themselves and so on. 

MR. ROBERTSON: If I may finish my answer 
Lorwouy sia 

THE CHATRMAN: I am sorry. 

MR. ROBERTSON: in order to exercises alt 
those functions, it should be thoroughly well-informed 
over the whole field of the natural gas business and 
it cannot sey, “We have a particular function to 
perform here and we will try to inform ourselves only 
ony SOimuch ands shut our eyes and ears to everything 
else." 

I think they have sot to know pretty well 
everyoninertharads @oin:; on in the industry. 

THE CHALRMAN: Well, are you not, in 


effect, arzuin;, “Well, we are all right. We are 


, mo Sark oe " 
larse and we can deal at arm's length with Westcoast, 


or ‘We are just as strong, and we can drive our own 
bargain by various considerations, no need of regu- 
lation"? Butiis that true across the country, >in 
the national interest? 


You take your gas off the valve at Sumas, 
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don't you? 

MR. ROBERTSON: Huntingdon. 

THE CHAIRMAN: Well, the people up the 
line, perhaps tney would not be quite so strong and 
able to bargain with the transmission company as you 
salem 

Take your Trans-Canada line: we certainly 
had evidence pluced before us in Regina where we were 
Given to understand that the Saskatchewan Power Cor- 
poration were certainly not happy with the rates at 
which Trans-Canada proposed to sell them gas and, in- 
deed, they stated to us that it was in ‘their interests 
in Saskatchewan to parallel Trans-Canada's pipeline 
and that it would save some $30 million over the course 
of some 20 years by transporting their own gas instead 
oD buyinauis from the pipeline, and are'there not 
various methods that can be used in pricing your cost 
of transmission to the near consumer and far con- 
sumer and so on and what may apply or what you would 
wish that you may feel safe about and protect your- 
selves may not apply across the country. 

Would you be willing to concede that? 

MR. ROBERTSON: I could say that, almost 
inevitably, there would be cases where there are 
people in less advantageous circumstances than others, 
certainly. At the same time, that is not necessarily 
justification for subjecting all the others to a regu- 


lation which may be unnecessary in their case. 
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The principle that I would like to es- 
pouse is that governments should not step in and 
regulate and otherwise interfere with the conduct 
of business by enterprises unless a need for it LS 
illustrated, and I do not think that this Commission 
Should recommend that there be regulation unless need 
for tosis demonstrated to it, 

THE CHAIRMAN: Has not our history been 
that we do seek to regulate the sale by what one 
might virtually call a monopoly? There is nobody else 
from whom you can purchase your supplies of gas for 
Vancouver, is there, presently in business? 

MR. ROBERTSON: Not presently in business. 
There were other projects --- 

THE CHAIRMAN: Yes, but Westcoast is in 
the picture? 

Mn, ROBERTSON: ‘That Ls so. 

THE CHAIRMAN: And there is no other place 
you can buy your gas, and that would be true across 
Canada from Trans-Canada Pipe Lines? 

MR. ROBERTSON: bidon't think thet is 
Necessarily true, sir. I think you gave, yourself, 
an example, a few minutes ago. The Saskatchewan 
Power Corporation are going to parallel Trans- 
Canada's line instead of buyin; from them. 

If it comes to a second line out of the 
Peace River area, it does not necessarily have to be 


built by Westcoast. 
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THE CHAIRMAN: You mean the Province 
Cisee eee Columbia Should, build it? 

MR. ROBERTSON: No, L would hate to see 
that. I think it might be built by some other group 
Wie Vie Coron eee tne. project of that kind, Just 
such a group as Westcoast originally was or as the 
Trans-Canada people were. 

THE CHAIRMAN: Well, the points of my: ii- 


OUiry is that itis. a monopoly of a source of supply 


MR. ROBERTSON: It is not an absolute mono- 


poly. 


aay 


THE CHAIRMAN: Well, in what way is i 
qualified? If you had any right to do so and cancel- 
led your contract with Westcoast tomorrow, from whence 
wold you. get your Gas? 

MR. ROBERTSON: We would not get it from 
anywhere unless somebody else came in. 

THE CHAIRMAN: So, at the moment, you must 
admit it is a monopoly, must you nov? You have no 
place from which to purcnase your natural gas for the 
City of Vancouver than the Westcoast Transmission line? 

MR. ROBERTSON: No, at the moment, thet is 
alinwwe have... 

THE CHAIRMAN: Right, and that is all that 
has been suggested, as I see 16; AnGcL HUl- 25 on the 
basis of a monopoly which justifies a GCOntrol CF reeu= 


lation of the price, to pluce on it a proper tariff 
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and a proper rate base with a fair and reasonable 
return, and I just suggest to you, for the sake of 
argument, that the reculetion of such a thing should 
not await somebody being badly hurt. 

MR. ROBERTSON: The principle of regula- 
tion in monopolies has been very generally accepted, 
and the monopolies in question there are, I think, 
natural monopolies such as the distribution of elec- 
tricity in Vancouver, making it virtually impossible 
for two different companies economically both to 
string wires along the same street to serve people 
who want to take from Company A or from Company B. 
There the very nature of the business means there 
Huot De ma mMomopoly invthe utility. 2) doesnot think 
that 1s naturally so in the case of the pipeline busi- 
ness. 

THE CHATRMAN: Well, the development of 
the industry in the country so far is precisely that, 
Ls 20 noc? 

MR. ROBERTSON: We have an example in the 
United States in the Pacific Gas and Electric Company, 
which has been getting its supply from the El Paso 
Natural Gas Company, end it is now branching out and 
L60KIne for & supply from a ditferent direction. or 
another supplier, and there it is open to it to get 
away from whatever monopoly the El Paso Company had. 

THE CHATRMAN: Ah, yes, but wait just a 


ten] a 


second. It is going to carry its gas south of the 


“eaee” 


~ 


oe 


PEREMOS SS 


‘ 
f ee 


eo 


ore 


pavis ¥ bs OLAS ave ai Mey anal _ apkXegonoit all bots 


ig 4 se . a A 
PatA, = w dp! . a % = TON, bes 
7 , ‘ 


oo 1170 Oh 


Hi] ] 
as i” ca 


SHi2 


a ies ie oe et pike or ig 


nea q 


= 


ee | a (Hoty Oo eRe OMY Orront arid ws | 
} aided Caen hy, Aakers Paci ab Lae ‘OOM ature 
| BG lore Cee st * ne SBE TS OOS Y ae | ve j outa 
c bie ig Sat neeen gisse els ows Soe 
\ } 
i 4 . | 
: aoe Si ’ ; Mi SOLS BNA: OLS e 
: ) 
| & esi yrs E ¥ gets : eed SUS Ee ene ow | 
} . re ii aS a rd i sy 4 ¥ ori ia cant | 
| ; %G ii) Viggarnom 2°90 Sean 
i ’ 
| | 
. tj Lee) MEL asuren JS Oa 
“ . 
. saan | 
x . iy ti ts | ‘ AN is ; “i wett ; ‘ 
. 
é a Ao wxveubat erg 
; Pr. ‘ 
N #40 
ion. a3. | 
. 
Oh ated: ni vat eatsdon AM 
if 
a a I, La gee ent wh wee te bel tag 
Yes i iraeeett jabiged asso ein Aol 
' 
a 
, & loan “ee . SEU a. 
i ‘ , on aS ‘ i he bind Ls, rc y 
—— ? | 
Lee Be ERIS aa . MOE? Gis we 6 Sk Tees 
> tee ~~ ) j 
ra OS AERO aa x@ ahs ahaa ths Toran : 
= Fa 
i} his ef ae ; e i " ws +, eis, pe 7 “we pap tie wes TERS A 


‘ 
2 


veer “Ky 


-, 


Py * Boe 


a 


‘ay ee ‘ie 


L 


can 
vi " 


ANGUS, STONEHOUSE & CO. LTD. 267 
TORONTO, ONTARIO Bre | e) 


border to the boundary of California by the Pacific 
Gas Transmission Company, where, at the border of 
CaLIvornia, cher rate “it charges to Pacific Gas and 
Biectric ae-roing to” be Tepulated by the mr. pec 

MR. ROBERTSON: I was not speaking of 
regulation, at the moment. TI was only directing my- 
Self to the question of whether or not there was the 
Same kind of mononoly es between 2 pipeline company 
and distributor as there is between distributor and 
consumer in’ a-.city’. 

THE CHAIRMAN: Yes. I do not want to sur- 
sue it any further, but it does seem to me shat you 
are, in this area, at the moment, purchasing your sas 
from a transmission company, which, per se and neces- 
Sarily, has a monopoly of the transmission of that 
Bas invo- This’ area. 

MR. ROBERTSON: Welt, Lt is" the Piree one 
in the field. 

THER CHAIRMAN: CAPTAIN Ly, 

MR. ROBERTSON: There has not been an oppor- 
tunity for others to come yet. 

THE CHAIRMAN: Oh, if it were economic for 
someone to do it, I am sure there are enterprising 
people:in this part of the country to do it. 

MR. ROBERTSON: When it becomes necessary for 
& second line to be built, we may want somebody else to 
cee LG 
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hor Some time with this, so Jet us change the subject 
and get back to page 29 of your brier, iY you: would, 
where you suggest that a distributor, such as, pre- 
PUMEDLV sb .G. Electric, could go into the gas produ- 
cing areas and produce their own cas and get a trans- 
mission company from that area, in this case Westcoast, 
to bring that gas down for you. Is that richt? 

MR. ROBERTSON: Yes. 

THE CHAIRMAN: Would there be any reason- 
ing, in your mind, why a distributor in e different 
area than Vancouver or British Columbia would not 
have the same right to do so? 

MR. ROBERTSON: <Any other distributor? 

THE CHAIRMAN: Yes. 

MR. ROBERTSON: No, I imagine it would be 
equally open to them to apply to the Board. 

THE CHAIRMAN: In such a case would you 
not put Westcoast in the position where it was a 
common carrier? 

MR. ROBERTSON: Subject -- speaking not 
exactly, yes; speaking exactly, probably no, because 
a2 common carrier is one who holds himself out, to 
all, ready.to.carry.. In the case we have in mind 
here, the carrier would not be holding himself out at 
all, but it would be the Board which would tell him 
that he had to carry. 

THE CHAIRMAN: Tf a Board told him Ghat 


he had to do it for you, would the Board not nave to 
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veLlenin to-do it for everybody else who applied for 
Lc? 

MR. ROBERTSON: Certainly we would be in 
no different position to anybody else. 

THE CHAIRMAN: Then, in the end, Lo really 
gets down to this, that Westcoast is a common carrier 
e 
and then, if so declared) its rates surely would be 
Subject to regulation, would they not? 

MR. ROBERTSON: They probably would have 
to be. 

THE CHAIRMAN: Yep. 


MR. ROBERTSON: <lthough, of course, there 


THE CHAIRMAN: You mean common transporters 
wno do not hold themselves out as common carriers? 

MR, ROBERTSON: Well, those who did before 
reculation. “Rezulation is not an essential of 'car- 
ch ee 

THE CHAIRMAN: No=* DUG LU would eo.ween 
it, without doubt, surely, because any other distri- 
butor wno could physically cet his natural gas from 
Westcoast would have to be given the same privilege? 

MR. ROBERTSON: Yess 

THE CHAIRMAN: Then, coming to page 351 for 
6 moment, you deal with the end use of natural gas. 
AS a matter of principle and a matter of policy, I 


. _ 2.) 4 : rte) 
think you really are saying there that you think the 


were common carrierslone before regulation, 
= __||end use of the export of natural gas from Canada should 
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be controlled? 

MR. ROBERTSON: ees oe 

THE CHAIRMAN: Likewise, Sleccrucrrye 

MR. ROBERTSON: I see no reason for 
differentiating between them. 

THE CHAIRMAN: Well; how can you, as a 
matter of practical reality, control the end use of 
an export? How could you control the end use of the 
lead, zinc, copper, aluminum that goes out of our 
country; and how could you do it in the case of gas, 
which goes into a stream of a vipeline on the other 
Side, and how are you going to accuse your purchaser 
of selling the gas, which is subject to some condition 
of its export, accuse him of using your exported gas 
in a manner in breach of the condition when the whole 
thing becomes commingled with other gas? 

MR. ROBERTSON: I have not tried to think 
of any specific examples. What one would have in 
mina here, of course, would not be, as much, the 
little use for the gas -- it is its use for a few 
larze industries competing with corresponding Canadian 
industries. It might very well be made a condition of 
the export licence that the importer should not sell 
the gas to a plant which carried on a particular 
kind of business, or én alternative might be that, 
to the extent thet the gas was sold to such a plant, 
the quantity allowed to be exported should be reduced. 


THE CHAIRMAN: But then he merely gets gas 
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from another source and puts it into thet plant and 
your Gas goes into!) residential purposes, for space 
heating andwsoe forth. 

Mh. ROBERTSON: if her could peer ge lyron 
somewhere else then, of course, we would have nothing 
to fight against, because they could do it anyway. 

5 Bey, & péevrechentvoat 
plant, for example, cependins on a source of Canadian 
GAS was Going to be operated near the border, where it 
WaS cheapest, then I think I can see where we could 
exenease some measure of control. 

Hi; CHATRMAN : I would agree that if the 
export were for a specific purpose that was not in 
the best national interests of our country, then the 
export permit surely should be refused; but if the 

MpCroris or wenera lise. in the country of import; 
how. can.you attach conditions as to its end use, in 
practical reality? Aré you not really asking for 
just a series of disputes between the two neighbour- 
ing countries, bécause in this case it is a matter 
of exnort only to the United States; we are not 
talking about anything else. 

I do not see how you can do it. 

MR. ROBERTSON: i can only suggest; ofi- 
hand, the two methods I have sugsested. I think the 
second oné, particularly, might be practical, 


THE CHAILRMAN: You meen manufactured in 


Canada? 
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MR. ROBERTSON: No, no. I mean to the 
extent that you view the exporter or importer, direc- 
ting any of this gas into a petrochemical plant and, 
say they used 50 million a day, then the quantity you 
take out of Canada is to. be reduced by that amount. 

THE CHAIRMAN: I think you would have to 
get back to the system where, as you had in the War, 
Tractor @tasoline and: other sasoline’ and you put: a 
COlOUrLNE Maxture: ant it. 

MR. ROBERTSON: I am afraid that would 
not work. 

THE CHATRMAN: I do not see how it would 
work. 

MR. COMMISSIONER HARDY: Mr. Robertson, 
just carrying on this idea of the end use principle, 
would you apply that internally in Canada as well 
as externally? 

MR. ROBERTSON: No. 

MR, COMMISSIONER HARDY: Why not? 

MR. PURDY: My opinion there woulc be thav 
if we were in a day where natural gas reserves were 
inadequate to cover the total potential use of natur- 
al sas, then it would be sound economy for Conada to 
look at the problem of end use; but today, with our 
reserve resources picture as it seems tocbes ih jusec 
do not see any reason for end use consideration in 
Canada, but my opinion would change as thesearcum= 


stances changed. 
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MR. COMMISSIONER HARDY: Well, I direct 
two examples to you: geet LOSt | 38) Chatter. 
province where their reserves are inadequate for the 
immediate future and would it be wise DOLLCy Co. say 
co them that they can use their available reserves 
now to develop power, on the same basis that you are 
doing here, except that you have much better reserves? 

MR. ROBERTSON: Excuse me. Are we not 
setting into a field where this Board would have no 
jurisdiction? 

MR. COMMISSIONER HARDY: Well, if the eas 
has to come from outside a province, immediately the 
problem is that it is being used internally. 

ME et URDY « Well, my answer would be still 
the same and I could see the same circumstances ruling, 
nemely, that.for Canada as. a whole and virtually all 
areas of Canada, there is adequate supply, deliverable 
Supply of gas developed or going to be developed and 
those areas are reachable, economically, by gas lines. 
So I think my answer would still be the same. If we 
were in a scarce economy with respect to natural gas, 


I certainly think it would be in the Canadian interest 


= 4 


to have a hard look at end use; but I do not see that 
CA Ee Le. « 

MR. COMMISSIONER HARDY: Let us take a 
different type of example. What would you advocate 
for control in case one province took this position, 


"We are unwilling to give an export permit fou gas in 
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ghenProvince Decause it is going’ to displace the use 
@f oll @and "the ‘revenue from the oil ito ‘the Province 
is substantially greater here per 1,000 BIU's", or 
whatever measure you want to apply, than they get 
from the cas ; Do you say they should be permitted 
to do that or should a national authority take some 
gcpien? Ls eitnsound; ecoriomically; for them todo 
SO? 

iiveruUnD Let Theat 16 a difficult question, 
Pwril lec tir. nopertson answer itv. 

MR. ROBERTSON: L ancafraiacbrantnemfoing 
CO-Go any becver. 

MR. COMMISSIONER HARDY: Well, sitedoés 
involve the end use of the zas. 

MR. ROBERTSON: Yes. 

MR. COMMISSIONER HARDY: And if we argue 
that we are going to put it on an export basis, I 
scarcely see how we can do otherwise than accept iv 
internally as a princinle that would also apply in 
Provincial rights, if the provinces took that same 
position. 

Tt is a very real problem, incidentally. 
It is not just an academic problem. 

MR. ROBERTSON: Would you mind giving me 
the problem again, Dr. Hardy? 

MR. COMMISSIONER HARDY: ‘The Provincial 
authority determines that if they give an export per- 


mit from their Province to another Province, it is 
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@oingevo displace*so much oil, which is also beins, 


OE) 


supplied from Province #, and they look at it and 


af Jan 
i 


that their revenue per 1,000 BTU's of energy in 
the oil 18 substantially greater than the revenue 
Prone tneesetc.orethe cas tper.1,000-BIU's. 

Now, if vhey applied this end use prin- 
Piple weet sian) their bess. interests, to say,. 1 We 
prefer to sell oil rather than gas and we will pre- 
vent the exvort of gas." 

MR. ROBERTSON: Ana they would have to 
make represenvavions to tne National Energy Board? 

MR. COMMISSIONER HARDY: Oh, they just do 
1¢ now; but. I am asking if you consider that would be 
in che best national interests to let them do that, 
beceuse the way it would have to be stopped would be 
Wit @aNetLonad) Enercy Board. 

MR. PURDY: The Energy Board would be regu- 
lated both as to movement of oil and gas? 

MR. COMMISSIONER HARDY: It would be regu- 
lating the movement of gas. As a matter ot fact, wo 
is very doubtful, right now, whether they could be 
stopped. 

MRs* «PUBDYs Not right now; but if we had 
an Enersy Board, the interprovincial movement ont O12 
would be under the Board and also the interprovincial 
movement of gas, and therefore that Board has it in 
its hands to solve the problem and look to the public 


interest in its resolution. In other words, it could 
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refuse a licence for the interorovincial movement 
OF-Oll if that were beitie dictated <s- 

MR. COMMISSIONER HARDY: You would qualify 
your end Userprinciple by a national authority that 
COUIU-OVerrule LO "on a Provincial bésis? 

My FURDY: Well, wé are tailing about a 
Board which would have authority over the interpro- 
Vince. \mMoveneny of ol) and ‘cas, 

MR. COMMISSIONER HARDY: L say that chat 
type of control, either on an internctional basis or 
national, would have much more difficulty than the 
sort of thing you ‘were talking about at the ‘public 
Lepli uy bevel Gi dealing with srices, but. just to come 
back to that problem for a minute, would you take the 
Samer postvion, Me, Robertson, that the public utility 
commission should not exercise any control over con- 
tracts between the procucer and distributor which we 
have at present, if the countries were not deeling at 
arm's lenaeth?. What would you ao as to countries that 
ane, notudéealing “ac ‘arm's Lengti? 

Let us take an example: if it should be 
established thet there is an interlocking directorate 
between Companies A and B and Company B is buying the 


328 from Company A, they are not dealing at arm's 


i) 


LEnecn ; 


MR. ROBERTSON: L was looking et it and 


using our Provincial regulation here as an illustra- 


mee | «tion.’ The P.U.C. would say, "We would not regard as 
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the true cost of gas that you buy the figure that is 
quoted in this contract ‘that hes been made between 
two people not dealing at arm's length." 

MR. COMMISSIONER HARDY: Do you think 
your Board has’ the lecal tpower to do that? 

MR. ROBERTSON: In my opinion, it would 
have that power, even though it lacked the vnower to 
say, “We-fix the price at so-and-so", 

In determinin; what the earnings of the 
utility have been, to compare them with what it Gon- 
siders a fair return, it could say, "We will consider, 
as a cost, not the 15¢ that your company says you are 
baying; “your closely associated Company, Bub oled, 
which we think the price would have been if it head 
been a4 transaction between people dealing at arm's 
length," 

Y ehink they eould-probably- geet ac -ite,chet 
way. 

MR. COMMISSIONER HARDY: Well, if they 
could do it under those circumstances, they could do 
it under any circumstances. The opinions which have 
been expressed to us have varied on that. In Alberta, 


7A1 people that we did question 


Co 
(2 


for’ example, the le 
were not at all certain that the Board had that power 
which you just mentioned. If they had it, then I 
think our ercument here is probably superfluous, but 


because they can take some position between two people 
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MR. ROBERTSON: I don't see how they can 


i) 
or 


do th 


c 


MR. COMMISSIONER HARDY: Under some cir- 

CUeabencess iit aprice was not a proper pricas--= 
MR. ROBERTSON: I’think there is a differ- 

ence. Where the compenies were dealing at arm's 
length and arrived at a price, then the fect that thet 
is the price that the pnarties have arrived at and 
ciak bapline price: thet has to be paid <= thet tone 
thing; but where the parties are not at arm's lengtn 
and you have interlocking directorates and affiliated 
companies and subsidiary companies and so on, then 
the price which appears in the contract is not a real 
peice, pie lreal price that is paid, but the real 
price: thet is paid is some other price, 


MR. COMMISSIONER HARDY: We Ls ee. Disae 


D 


or might not be. They have to arrive S price, and 


ci 
Q 


Ne Only Question is whether it is a fair price or 
not. 

MR. ROBERTSON: The only question 18° whether 
LG 28 2 veal orice. 

MR. COMMISSIONER t1ARDY: Well, they Neve 
to arrive at a price, but you say that under the 
Publi¢e Utility Commissions Act that they would have 
the right to review the contract if they are not deal- 
mieeat arm's. len th,. bul shat-chey would nor, if 
they were dealing at arm's length? 
by 


MR. ROBERTSON: I am saying that the fi 
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that they will show, in the company's revenue and 
exoenditure statement, vepresent the real cost. 

Now, 1f there is"an operation of some kind under 
which, really, the utility is goin: to set the money 
back to the other relationship, then the Commission 


Be c) 4 


would take that into account and: say that the real 
Price 26 nove Loe Due at. Pe" Teds 

MR. COMMISSIONER HARDY: Then why can 
they not do it in the case of Trans-Canada, dealin; 
with a small outfit, from the interlocking directorete 


eoLnc ef view "Why cCouldn*t- they doit under any cir- 


\ 
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cumstances and say, "This is not the reel price"? 
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CG MR. ROBERTSON: Well, because it was 
Se teat price; that 18, only contracts that apply 
between parties anda there is not any arrancement on 
the side resulting from associated companies ,which 
Dubs 2 Catierent complexion on it. 


— 


MR. COMMISSIONER HARDY: Thank you very 


re 


much, we coulda so on at some leneth. 

MR. COMMISSIONER HOWLAND: Me. Robertson, 
LT just wanted to refer you to the table on page 2: 
it seems to be quite impressive, the growth of your 
demana, and this does not include the growth of In- 
dand. Go be .buil?. 

MR. ROBERTSON: No. 

MR. COMMISSIONER HOWLAND: It is just B.C. 
Electric. On the basis of these figures here, does 
it seem reasonable that there is any prospect of 


‘= 


exporting that extra 100 million we have been talking 
about? 

MR. ROBERTSON: No, that is why I made 
the statement there did not seem to us to be any 
immediate prospect of further export. 

MR. COMMISSIONER HOWLAND: That is right; 
on that ground is it fecsible to follow through your 
thought that you should escape the problem of the 
| excalated clause because you are, as I see it here 
from these figures, if the Canadian gas is reserved 


for B.C. Electric use and Inland for Cancdian use, 


all the impact of the escalated clause must fall on 
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the Canadian consumer, and there is very little pros- 


pect of this happy issue where the next 100 million 
cubic feet coulda pick up the slack; is thet correct? 


MR. ROBERTSON: tam arrard sos yes. 


THE CHAIRMAN: Mr. Pattillo, have you any 


questions? 


MR. PATTILEO!: Nothing more, thank you, Mr. 


Chairman, 

THE CHAIRMAN: Thank you very much, Mr. 
Robertson, Mr. Purdy end colleacues for the time and 
trouble to which you went in preparing this brief, 
and also for your patience in answering our ques- 
tions and the help which you have civen us on some 
of these problems. 

MR. ROBERTSON: Thank you very much for 
Meare Us). 

THE CHAIRMAN: Mr. Parkinson, I under- 
stand that Trans~Mountain Oi1 Pipeline will present 


Los Orier tomorrow, 2s that correct? 


MR. PARKINSON: That. te Piet, Mi. Chaar 


man. 


THE CHAIRMAN: Is there anyone from Trans- 


Mountain here today? 

MR. MORRISON: Yes. 

THE CHAIRMAN: Unfortunately, we must 
vacate this room tomorrew at 3.30 p.m. end the sug- 
cestion has been meade that we commence our hearings 


in the morning at ©.30. Would that suit Trans- 
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U1 


Mountain? 

ME MORRLOON?, Yes; 2b 1s alittle later 
tae Ne Usually Costo work. 

THE CHATRMAN: My SOLer objecu eny pu Goines 
the question that way was just to give you lots of 
opportunity to do your last-minute homework before 
you. came. 

Under these circumstances, we will adjourn 
and meet tomorrow morning in this room at ¢$.30, and 


we must edjourn in the afternoon at 3.30. 


---Whereupon the hearin; adjourned at 4.30 p.m. until 
Oo 50te um. om Tuesday, April 22, 1956). 
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ROYAL COMMISSION 


ON 


nearines held iat VRECOLLS | 
commencing Monday, April 
27 kOnG- ape LOr ene. 


PRESENT: 


Dieeieerorden, C.M.¢., 0.C. -- Chairman 


Mr. J.L. Levesque -- Member 
ie Gy.) br tne dl?) -- Member 
Urner. D. Howland -- Member 
Mirae, cadner, @..C., -- Member 
Die, Herd y -~- Member 


COMMISSION COUNSEL: 
Meee vbcbu ue bo, @,C.; 
Me, Miles H. Patterson. 
Mise, Parkinson -- Secretary to the 
Commission. 


Major N. Lafrance -~ Assistant Secretary 
to the Commission 
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APPEARANCES: 

Representing Trans Mountain O11 Pipe Line 

Company: 

D.M. Morrison - President 

J.H. McQuarrie - secretary 

Hata Taylor ~ Treasurer 

C.D. Bailey - Chief Engineer 

B.C. ure. - Administration Manager 
No. Description Page 
V-22-1 Submission of Trans Mountain 


Oil Pipe Line Company. 3688 
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Tuesday, 
April 22, 1958. 


---On resuming at 9.30 a.m. 


THE CHAIRMAN: Gentlemen, the Commission 
will now resume its hearings. 
Pon Ge NORKRLO,  @s0,t Mr. Chairman, 
before the Commission proceeds with the business of 
the day, I would like to, as counsel for the West- 
coast Transmission, draw to your attention an edi- 
torial appearing in the Vancouver Province of today's 
date. This editorial reads as follows: 
In its submission to the Borden Commission on 
Canada's energy resources the B.C. government 
Mae a public duty to clear up any confusion 
there may be about natural gas prices. 
At present the public understands, on 
authority of the Borden Commission, that Ameri- 
ean distributors are paying 22 cents per 1,000 
cubic feet for Canadian natural gas, while 
Canadian distributors must pay 32 cents. 

It has further been suggested by the com- 
mission that any profit realized by Westcoast 
Transmission, and its related companies, must 


come out of the Canadian consumer. The 


Canadian public, on this evidence, can come 


to no other conclusion than that it is being 
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required to pay through the nose for a resource 
which -- theoretically, at any rate -- is owned 
by Canadian citizens. 

It must pay a high price for its own gas 
in order that Canadian gas may be sold cheaply 
to Americans. 

The B.C. government has a primary respon- 
sibility here.» The largest part of the operation 
concerned is in B.c. The consumers whom the 
Borden Commission said are being milked are 
British Columbians. 

It is true that price regulation in the 
ease of Westcoast is in the hands of the Federal 
Boaravo? TransportsCommissioners. But in res- 
pect tolretail prices charged in B.C. by the 
B.C, Blectricypands Inland Natural Gas, and in 
other matters concerned with retail distribu- 
Lion, seh asreranting of franchises and so on, 
the power of decision rests with B.C.'s Public 
Utilities Commission. 

Moreover, the B.C. government controls 
the situation with regard to the natural gas 
inp Mees: fields. 

As the government of tnis province its 
duty is not only to show clearly and factually 
where local gas consumers stand compared to 
consumers across the line, but to institute 


any corrective measures that come within its 
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JULESaLCuLon’. 
Now, Mr. Chairman, I have examined the 
record, and not only do I find that neither the Com- 


mission nor any member of the Commission made any 


Statement that British Columbians are being milked 
but that there is no evidence they are being milked, 
Hite .eircorial is not only libellous but is in con- 
tempt of this Commission. 

I now respectfully ask you, Mr. Chairman, 
as Chairman of this Commission to take such steps as 
you may, within your very wide powers, not merely to 
afford protection to the witnesses who appear volun- 
tarily before you to assist the Commission, but to 
protect the very integrity of this Commission. 

THE CHAIRMAN: Thank you very much, Mr, 
Norris. I have not seen the editorial in question; 
perhaps you would leave it with us? 

MR. NORRIS: Yes, I will leave it with you. 

THE CHAIRMAN: Thank you very much for draw- 
ing it to our attention. 

Yeuya MY. Pattilic? 

MR. PATE TLIO: We propose this morning to 
hear from Trans Mountain Oil Pipe Line Company. The 
company has submitted its brief, which we have filed, 


and which I propose to have marked V-22-1. 


---EXHIBIT NO. V-22-1: Submission of Trans Mountain 
Oil Pipe Line Company. 


MR. PATTILLO: I understand that Mr. Morrison, 
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president of the company, proposes to present the 


brief. 


THE CHAIRMAN: Thank you, Mir.) PatuLiae. 


Mr. Morrison, are you ready? 


MR. MORRISON: Yess 
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Submission of 


TRANS MOUNTAIN OIL PIPE LINE COMPANY 
a EE BING COMPANY 


APPEARANCES : 
D.M. Morrison =~s Presidents 
J.H. McQuarrie -—) Secretary 
Rea Taylor - Treasurer 
CU, D.GBailey - Chief Engineer 
S.C hurd - Administration Manager. 


MR. MORRISON: Mr. Chairman, I think the 
Commission is aware that we are coming ahead of Inter- 
provincial whom we had expected to follow. We had our 
brief pretty well prepared when this change took place 
or when we were notified, so we have not emphasized 
certain things that Interprovincial's brief will em- 
phasize. Because of that, I added a foreward to the 
brief. I would like to commence with this foreword. 

Foreword: Because of the frequent critical 
references to "Pipe Lines" in the Canadian Parliament 
and Press over the past several years it seems ad- 
Visable to discuss briefly and in general terms the 
nature of "pipe lines" in the petroleum industry and 
to point out the essential distinguishing features 
of "Oil" pipe lines which are the particular concern 


of this submission. 
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Therefore, before commencing to read the 
brief proper on the Trans Mountain Oil Pipe Line 


Company the Commission's indulgence is asked to per- 


mit a short background note on oil pipe lines in 


general and the Trans Mountain system in particular. 
This may be helpful toward a better understanding 
of this branch of the petroleum industry. 

On land, the main arteries of transportation 
of both petroleum and natural gas are the pipe lines. 
These are similar in size, extent and general trunk- 
line constitution, and it would appear that, generally 
speaking, the public does not differentiate between 
the two. However, there are characteristic differ- 
ences which are of major importance when considering 
government regulation and control as well as such 
matters as finance and operation. 

Oil pipe lines generally operate as common 
carriers, transporting a commodity that is owned by 
others, a raw material that is eventually delivered 
to a refinery for further processing into many pro- 
ducts before reaching the consumer. Gas pipe lines 
on the other hand frequently function as public 
utilities, owning the material they transport and 
delivering it as a finished product. An oil pipe line 
frequently has no guaranteed business and is essen- 
tially a high risk venture; a gas pipe line, before 
construction gets under way generally has long-term 


contracts for both supply and delivery that will 
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guarantee the high load factor essential to economic 
operation, thus making it a relatively "safe" under- 
taking. In the case of Trans Mountain it Was neces- 
Sary, because of the risk element, to obtain from 
the major backers of the project deficiency agree- 
ments which are described later in the brief. 

Trans Mountain was conceived as a wholly 
Canadian operation which would provide an outlet for 
Western Canadian crude oil to economic markets in 
British Columbia and abroad. The objective was 
clearly stated in the original prospectus, as was 
also the risk involved. Equity in the line was to 
be divided among major and independent refiners and 
producers in Canada and the Canadian public. In this 
connection I should like to refer to the Harvard 
Press publication of a disinterested author, Mr. 
hesite Cookenboo, Jr,.', the title of which, by 
the way, is "Crude Oil Pipe Line and 
Competition in the Oil Industry", whose work was 
financed by the Merrill Foundation for the Advance- 
ment of Financial Knowledge as one of a series on 
competition and monopoly in American industry. With 
your kind permission I should like to refer to this 
book which Mr. Parkinson has kindly distributed to 
Commission members. I have written the actual ex- 
tracts into the brief, but if you like I -can read it 
from the book itself. 
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MR. MORRISON: In the United States, 
controversy over the pros and cons of ownership and 
control of pipe lines by the major integrated com- 


panies has existed since the early days of the oil 


industrye COuteof ethis controversy have come such 
regulatory measures as the Elkins Act, prohibiting 
rebates, the Consent Decree regarding permissible 
dividend payments and various Sherman Act anti- 
trust cases. Divorcement of pipe lines and disinteg- 
ration of major companies have been seriously con- 
Sidered by the authorities concerned. Mr. Cookenboo 
assesses the situation and ends with a HO page dis- 
course on "Public Policy Toward Crude Oil Lines". 

7 have no intention of asking the Commission members 
to allow time to read long sections of this work but 
there are one or two brief passages that bear on 
Trans Mountain's structure and operation and these 

I ask permission to read into the record. 

Reading from page 39, last paragraph which 
continues after two pages of tables, at the top of 
page 42 and thereafter as marked, I quote: 

"The two pipe lines originating in the Alberta 
field in Canada (one going east, the other west) 
are owned by majors, independent producers and 
refiners, and outside interests. The relative 


shares are not readily determinable, since 


im 


more stock is being sold to the public 


The shares are indicated in the brief, as a matter of 
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"Summary - To the extent possible the role 


of the majors in crude pipe-line ownership 


has been quantified, with an indication that 


some 85 per cent of crude throughput in the 
United States was in lines owned by the large 
companies before the change in trunk-line 
construction. In the case of the new large- 
diameter lines, . 
that is the change he is Reon Gch as seP gloom rome 
ae the majors have complete control in all 
areas except for the small shares owned by a 
Canadian company and by three Gulf Coast in- 
dependent refiners in the West Texas-Gulf 
Coast capacity. On the other hand, the two 
new Canadian systems, while principally owned 
by the interested major companies, are also 
owned by independent refiners, independent 
producers, and the public." 
This shows that.in Trunk O11 line development Canada 
has not followed the dominant practice in the United 
evebeaa That is not a. quotation. 

Now reading from page 143, the marked para- 
graph gives the essence of Mr. Cookenboo's conclusion 
about public policy with reference to ownership of 
shares in a trunk oil line, and I quote: 


"A similar development, which is even closer 


to the best that any public policy could hope 
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to achieve, is illustrated by the two 
Canadian lines mentioned above which were 


built under special permits from the Canadian 


Government. In these lines some independent 
refiners have paid for a share initially; 
others can use the portions of the line owned 
by outside interests, thereby foregoing an 
initial outlay but later paying a rate suf- 
ficient to compensate the independent owners 
of the line for the use of their funds and 
for the risk taken. In the Trans Mountain 
line there are even independent producers who 
have ownership shares. If future crude lines 
built in the United States were to imitate 
those built in Canada (most of the ownership 
is by United States companies or their sub- 
sidiaries), then there would be little ground 
for complaint about major exclusion of the 
market-oriented independent refiners from 
crude supplies." 
As a last reference please turn to page 
168. The author has recommended that, as a matter of 
public policy, joint venture lines be promoted and 
in discussing whether or not enforcement of such 
| would be necessary he makes the following statement. 
I quote: 
"Enforcement of the system might well be 


| = unnecessary in most cases for two primary 
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reasons: (1) there is an existing, unregu- 
lated movement in the industry toward large 
joint ventures (indeed, the latest such joint 
venture, Trans Mountain, is an almost ideal 
example of how a pipe line should be [ey Got i se 
and (2) there is a real economic incentive, 
lower costs, for combined transportation...” 

I should now like to proceed to the Trans Mountain 


brief proper. 


The Company's Business: The Company owns and 
Operates a pipe line system for the transportation of 
crude oil from a point near Edmonton, Alberta to its 
tank farm and marine terminal at PULA yS UEC es eee 
gether with a spur line from Sumas, B.C., to the inter- 
national boundary. There it joins the pine line of 
its wholly-owned subsidiary, Trans Mountain Oil eal 
Line Corporation, which owns and operates a system in 
the State of Washington. (See System Map, Exhibit 1.) 

The construction end operation of ite vaeri4— 
ties in Canada are subject to the provisions of the 
Pipe Lines Act of Canada, which charges the Board of 
Transport Commissioners for Canada with the adminis- 
tration of the Act. The Company receives crude oil 
owned by others and transports and delivers it to re- 
fineries and to tankers for export to refineries for 


processing to finished petroleum products. 
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Corporate Structure: The Company was 


CORPORATE AND FINANCIAL STRUCTURE 
granted authority under a Special Act of the 
Parliament of Canada to construct and operate inter- 
provincial and international pipe lines for the 
transportation of oil. The Special Act incorporat- 
ing the Company is Chapter 93 of the Statutes of Canada, 
1951, assented to March 21, 1951. The head office 
of the Company is at 400 East Broadway, Vancouver 10, 
Bet 

The Company has three wholly-owned sub- 
Sidiaries; Trans Mountain Oil Pipe Line Corporation, 
incorporated in the State of Delaware on November 10, 

| 1952 for the purpose of constructing and operating 

pipe lines in the United States; Trans Mountain 
Housing Limited, incorporated March 21, 1953, under 
the Companies Act of Canada, for the purpose of 
constructing and owning dwellings to be leased to 
the Company for the accommodation of employees of 
the Company; and Alpac Construction & Surveys Limited, 
incorporated January 8, 1951 under the Dominion 
Companies Act. The three subsidiaries have the same 
Directors and Officers as the parent Company. The 
names of the Directors and Officers are set out in 
Exhibit 2. 


As required by Section 151 of the Companies 


Act of Canada, the majority of the Directors of the 


, = Company are persons resident in Canada and subjects 
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of Her Majesty by birth or naturalization. 

By its Special Act, the Company is 
authorized to issue five million shares without 
nominal or par value. Up to the present time, 
1,504,928 shares have been issued. As at March 27, 
1958, these shares were held by 7091 shareholders. 

A table showing the number of Canadian individuals, 
Canadian companies and non-resident individuals and 
companies owning shares in the Company and the 
number of shares held by each group as at March 27, 
1958, is shown in Exhibit 3. The number of shares 
originally issued to oil company shareholders and the 
number of shares held as at March 27, 1958 are shown 
ivi exh bbb. Abs 

The Company has an Incentive Stock Option 
plan. The Board of Directors of the Company may 
grant to full time key employees options to purchase 
unissued shares of the capital stock of the Company 
under the terms of the plan. The plan provides that 
the total number of shares subject or sold pursuant 
to options shall not exceed 15,000 shares and the 
price is the closing market quotation on the Toronto 
Stock Exchange on the date the option is granted. 
The plan continues in effect for 10 years from 
October 20, 1955. No shares may be issued until full 
payment has been made therefor to the Company. A 
total of 4,900 shares has been purchased under the 


plan and options carrying an additional 2,000 shares 
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have been granted but have not been exercised at 
this time. No such plan was envisaged during the 
inception of the Company. It was a defensive measure 
taken in order to retain the services of key employees 
after the Company had been in operation for some time. 

Financial Structure: The financial struc- 
ture of the Company is shown in Exhibit 5. 

Based on an estimated completion cost of 
approximately $80,000,000, it was decided that 
$65,000,000 should be produced by the sale of bonds 
and $15,000,000 by the sale of shares. 

450,000 shares were sold to the public at 
$10.00 per share to yield to the Company $9.50 per 
share after deduction of underwriters! fees. The 
remainder of the shares issued originally were sold 
directly at $10.00 per share. Since the original 
issue, 4900 shares have been sdld at $38.625 per 
share under the Incentive Stock Option Plan as 
described elsewhere in this brief. With respect 
to the 450,000 shares sold to the public, the under- 
writers were asked to effect a wide distribution to 
Canadian purchasers. That this was accomplished 
is evidenced by the fact that the first shareholders! 
list included over 5000 names. The shares were not 
offered for sale in the United States and no regis- 
tration of the shares of this Company has been effected 
with the United States Securities and Exchange Com- 


mission. 
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The prospectus of the Company contained a 
clear warning of the risk, and speculative nature, of 
the undertaking. Because of this, an important added 
feature is the fact that all the bonds issued are 
guaranteed by Deficiency Agreements entered into between 
the Company and the six major oil company shareholders - 
Imperlat Oll Limited, Shell O11 Company ‘of Canada, 
Limited, Canadian Gulf Oil Company (succeeded by 
The British American Oil Company Limited), Standard 
Oil Company of British Columbia Limited, Union Ot£1 
Company of California and Richfield Oil Corporation. 
These companies are referred to as "Deficiency 
Agreement Guarantors" in the schedule of shareholdings 
shown in Exhibit 5. Two further Deficiency Agree- 
ments were entered into in 1954 and 1957 by all these 
companies excluding Union Oil Company of California. 
That company remains a guarantor on bond issues in 
1952 but is not a guarantor of subsequent issues of 
bonds. 

Under the Deficiency Agreements, the guarantors 
undertake to meet all requirements with respect to 
service and repayment of the bonds issued. The 
Agreements set out the mechanics to be followed if a 
Deficiency (as defined) occurs and the details of 
contributions to be paid in by the guarantors. They 
also set out the responsibility of the Company to the 
guarantors, should Deficiency payments be made by the 


guarantors, 
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To ensure that the independent oil companies 
who were offered 250,000 shares at $10.00 per share 
would take a real interest in the venture, each such 
subscriber was required to enter into an Agreement, 
which provided that, should a Deficiency occur before 
December 31, 1956, the first 25% of any such Deficiency 
would be made good in the proportion that the number 
of shares purchased by the independent oil company 
bore to 250,000 shares. No Deficiency occurred up to 
this termination date of December Sn pel O5G (approximate- 
ly five years after the date of the original sale 
of shares) and this group of 14 independent oil com- 
panies who purchased the 250,000 shares are no longer 
obligated under their agreements. 

AUTHORITIES TO CONSTRUCT AND OPERATE A 
PIPE LINE AND TO EXPORT CRUDE PETROLEUM 

The Special Act under which the Company 
was formed specifically authorizes the Company to 
construct and operate interprovincial and inter- 
national pipe lines for the transportation of crude 
Cusl . 

The Company is subject to the jurisdiction 
of the Board of Transport Commissioners for Canada. 
At the various stages of construction and operation, 
applications were made by the Company to the Board 
for authority to take the next step. These included 
original construction of the line from Edmonton to 


Burnaby and the spur line from Sumas, B.C. to the 
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international boundary. Later, with the industrial 
growth experienced in the Pacific Northwest and the 
Stimulus of offshore shipments, further applications 
were made to the Board for authority to construct the 
first 102 miles of a pipe line parallel to the original 
Pinewirliusewas’ completed in SH Ge 

The principal orders of the Board issued 
pursuant to these applications are set out in Exhibit a 

Pursuant to the Electricity and Fluid 
Exportation Act, being Chapter 93 of the Revised 


Statutes of Canada, 1952, application was made to 


| hai Department of Trade and Commerce, which, on 


Pepruary 25, 1953, issued a license authorizing the 
Company to construct a pipe line for the export of 
Crude. O12 L, 
The Company's U.S. subsidiary constructed 
lines to the new Washington refineries. (See Exhibit 1). 
THE SYSTEM 
Following the discovery of the Leduc and other 
Alberta oil fields, studies were made which indicated 
the feasibility of a pipe line outlet to the West 
for crude oil. -As a consequence of these studies 
Trans Mountain Oil Pipe Line Company was formed. 
The present pumping capacity of the system 


is 250,000 barrels per day (BD). 


Oil Fields and Feeder Lines: The major oil fields. in 


the Edmonton area are connected by six feeder pipe 


lines to Trans Mountain's terminal, which is situated 
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Pipe Line Company. 


Britamoil Pipe Line 
Company Limited 


Edmonton Pipe Line 
Company Limited 


The Imperial Pipe 
Line Company Limited 


Interprovincial Pipe 
Line Company 


Texaco Exploration 
Company 


Pembina Pipe Line 
Company 
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From: 


From: 


From: 


From: 


From: 


From: 


SHES 


immediately west of the terminal of Interprovincial 


These are: 


Stettler, New Norway, 
Duhamel, Malmo, Erskine, 
Glive.JOlire se Bert le: 

Fenn and Big Valley fields, 


Joseph Lake, Armena and 
Camrose fields. 


Leduc, Woodbend, Golden 
Spike, Armisie and Acheson 
fields, 


Redwater, Bon Accord, 
Morinville Legal, Fairydell, 
Excelsior, Namao and 
Campbell fields. 


Glen Park, Wizard Lake, 
Bonnie Glen, Westerose, 


Homeglen and Rimbey fields. 


Pembina field. 


During 1956, Peace River Oil Pipe Line Co. 


Ltd. completed construction of a line from the 


Sturgeon Lake field to the Trans Mountain Edson 


Station. Three 80,000 barrel stock tanks at Edson 


Station provide space to accumulate crude oil received 


from the Peace River line. 


Connected Refineries: Connected refineries 


in British Columbia and Washington have a total 


= —| follows: 


refining capacity of approximately 72,000 BD and 


85,000 BD respectively (See Exhibit 7). 


Capacities of Pipe Line, Tank Farms and 


Terminals: The pipe itself holds 2,450,000 barrels. 


The capacities of the Company's tank farm are as 
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Edmonton 1,820,000 barrels 
Burnaby 1,220,000 barrels 
Sumas 450,000 barrels 


The Westridge eere Terminal in Vancouver 
harbour consists of a dock and shore facilities capable 
of accommodating one T2 tanker. 

THE CHAIRMAN: What is a T2 tanker? 

MR. MORRISON: That is the standard tanker 
that was built during the Second World War, It was 
thought to be a big tanker at that time, but not now, 
It is about 16,000 tons dead weight. 

It is served by a 24 inch pipe line from 
the Burnaby Terminal, capable of delivering up to 
20,000 barrels per hour by gravity. 

A new wharf is under construction which, when 
completed, will permit loading tankers of 45,000 dead 
weight tons (d.w.t.) and, after slight additional 
dredging, tankers up to 65,000 d.w.t. 

Pipe Line Route: Two practical routes between 
Edmonton and Vancouver were found; one through the 
Crows Nest Pass, Spokane and Seattle and the other 
an all-Canadian route through the Yellowhead Pass. 

The all-Canadian route was selected because compara- 
tive estimates clearly indicated that it was shorter, 
required a smaller tonnage of steel, then in short 
Supply, and would be less costly to construct and 
operate, 

All but 55 miles of the route parallels 


oe ene or other of the two trans-continental railways and 
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there are 76 stream and river crossings. Easements 
along the 719 miles of the mainline were obtained from 
nearly 3,000 landowners, private, municipal and 


government. About 60 highway and 24 railway crossings 


presented special legal and right-of-way problems. 

The 719 miles of 24 inch mainline were con- 
Structed in the two construction seasons OF 1952 "end 
1953. Testing of the line was accomplished by 
hydrostatic pressure in eighteen sections, all of 
which tests were witnessed and inspected by an 
engineer of the. Board of Transport Commissioners 
for Canada. The first crude oil arrived at the 
Burnaby Terminal on October LT Oass 

The pipe is buried throughout the route, 
with a normal cover of 30 inches, making the surface 
of the right-of-way available for normal farming 
operations, safeguarding it against damage by 
landslides and snowslides and insulating the crude 
oil against low temperatures which would deposit 
excessive wax in the line. Less than 5% of theroute 
was rocky enough to require blasting and in these areas 
cover was reduced to 24 inches. During construc- 
tion the pipe was coated and wrapped and is cathodi- 
cally protected against corrosion. 
Pumping Stations: There are eleven pumping 


stations, of which three are temporary, located at: 


Bdmonton Black Pool 
Gainford Kamloops 
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Niton (temporary ) Kingsvale (temporary) 
Edson Sumas 
Jasper Laurel 


Albreda (temporary) 

Four of the pumping stations have electric 
motor driven main pumping units of 1,250 or 1,500 
HP, The main units at the remaining pumping stations 
are 1,500 or 2,000 HP diesel engines. Four of the 
engine stations use natural gas and three crude oil 
fOr Lued. 

MR. COMMISSIONER BRITNELL: Excuse me, 
what is the significance of temporary stations? 

MR. MORRISON: This time last year we 
were building at a terrific rate to take care of Suez, 
and we started a second line, a 30-inch line, 
putting in two of 50-mile sections, and if we had 
the two complete lines we would have two systems. 
We had one complete 24-inch line, a section of the 
30-inch line, and we put in a temporary system to 
push the oil through. It is a matter of temporary 
arrangements, spending money to get money back again, 
and when we get the other section of the line built 
these temporary stations come out again. 

MR, COMMISSIONER LADNER: You say that 
four of the engine stations use natural gas and 
three crude oil for fuel. I am curious to know why 
an oil company would want to use natural gas. 

MR. MORRISON: An oil company is in business 
to make money, and whichever is cheaper they will go 


for i1¢. I have seen oil companies use coal. 
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Operation and Maintenance: The entire route 
of the pipe line ispatrolled regularly by helicopter 
to protect the PiBnv cor =way and to guard against ex- 
posure of the pipe due to water erosion and slides. The 
route is also inspected frequently, over most sec- 
tions, on foot or by vehicle. The transportation of 
personnel and heavy work equipment to points on the 
line where they are needed is difficult due to the lack 
of roads along much of the route. Along 370 miles 
of the line there are improved roads. About 165 miles 
are near fair roads. About 75 miles are in sections 
where roads are impassable in winter and about 
iO mileschave practically no roadsy 30ite 50nrts. 
of snow falls annually on these latter two sections, 
Because of these conditions, all maintenance crews 
are supplied with radio equipped vehicles and Sno- 
Cats and Muskeg Crawlers. Skilled personnel, aided 
by extensive work equipment, at six pipe line main- 
tenance headquarters along the mainline keep careful 
watch on right-of-way conditions. 

Because the route of the pipe line 
traverses isolated areas in which suitable accommoda- 
tion could not be found, 140 housing units have been 
constructed for pumping station and maintenance 
personnel, 

Reliable communications are essential for 
the operation of the system. These facilities consist 
of leased telephone lines throughout the route, a 


teletype circuit and two frequencies of radio telephone. 
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ake C 


4% Expansion of Facilities: The initial capacity of 


the system was 120,000 BD with three stations and 

1505 900"BD with four Bexttois! hi @ ie i te Wi cal ed 

mile spur line was constructed from Sumas to the 
International boundary. In 1954 ana 1955 the Company's 
wholly-owned subsidiary, Trans Mountain Oil Pipe 

Line Corporation, constructed a 20 inch line from 

the international boundary to Burlington, with two 

16 inch laterals to the refineries at Ferndale 

and Anacortes, Washington. 

In 1956 construction was started on Gain- 
ford and Jasper pumping stations, these being the 
fifth and sixth stations planned to bring the capa- 
city of the system up to 200,000 BD. In the same year 
a pumping station was built at Laurel, Washington, 
bringing the capacity of the Corporation line up to 
200,000 BD. At Edmonton, provision was made for the 


controlled blending of up to four types of crude oil 


into a common stream. 

In 1957 the expansion programme to increase 
capacity from 200,000 BD to 250,000 BD required con- 
struction of two 51-mile sections of 30 inch pipe, 
one permanent and three temporary pumping stations, 
The two sections of 30 inch pipe are integrated into 
the existing system and consitute the first stage 
of a second pipe line for the exportation of crude 
C250, 
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the exportation of crude oil," 

OPERATING COSTS: Operating costs do not 
vary directly with quantities of crude oil delivered. 
Consequently, any studies or forecasts of future 
tariffs predicated only on movements of oil will not 
be realistic. Investment in facilities and the 
number of people required to operate and maintain 
them dictate to a very large extent the costs to be 
incurred. Variations in traffic from time to time 
do not add significant amounts nor result in quick 
or substantial reductions in operating costs. 

Physical facilities must be constructed 
and made available for service in reasonable time 
SO that assured traffic may be handled and not 
turned away. These require the early use of funds 
to be expended in their engineering and construc- 
tion with consequent increase in interest and fin- 
ancing costs to be borne during the months required 
for their construction. Again, these newly con- 
structed facilities begin to depreciate as soon 
as they are completed and ready for service whether 
or not current traffic required their use and, 
ordinarily, the booked cost of this depreciation 
is calculated on a service life basis without re- 
gard to variations in use during that whole period. 
These costs aggregate some two-thirds of total costs 
of operation and must be borne whether the pipe line 


is being operated at full or zero capacity. 
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The remaining one-third approximately of 
total costs fall into three main categories: 


Costs of personnel engaged direculy 21 ‘the 

| OPEL TEEPE GS IR RR aa frre capa cree 
operation and maintenance of the facilities: - 
sp ere ee ee NE UNS LoaCllLcLes 


These costs will include salaries and wages, 
company benefits and costs of housing, trans- 
portation ana work equipment wherever applic 
able. To a very large extent, the number of 
perscnnel and, consequently, the costs incurred 
are dictated by the extent of the facilities 
which they have to look after and this applies 
whether or not the facilities are in fact being 
used in service. Basically then these costs do 
not vary directly with the volume of traffic. 
Power, materials and service purchasec from 
others for the operation and maintenance of 

the pipe line system: - 

Power Dor the operation of the main pumping units 
se Gerived from the use of crude o11, gas and 
etectricivy. The cost of crude Gil used as 

fuel does not vary directly with the pumping 
load. Engines under light load use proportion- 
ately more fuel than under full load. Gas and 
electricity are supplied to the pipe line company 
under contract with suppliers of these forms of 
energy and ininimum charges of substantial amounts 
are incurred whether or not the machines are 
working. There is, therefore, a rather high 
Standby charge incurred until these units are 


required to be operated continuously at rates 
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substantially near their designed capacity. 
So what may be a common assumption that the cost 
of power varies directly Min Upett heats no 
true. ‘The cost of operation of communications 
systems 1S a continuous one and does not vary 
WMoeiY vrai, The seme de true of the air 
patrol of the pipe line 

The costs of maintenance and repair incurred 
in tne system can be divided between those 
Involvingvequipment, buildings, tanks and 
Other texnuctures..and those. involving Line 
pipe buried «in a right-of-way. The costs 
concerned in the first group can be reason- 
ably estimated and budgeted and to the extent 
that they involve moving parts could ve said 


UnVery: Wich wero iG. e-Costse, for the maincen= 


ance and repair of line pipe and the right-of- 
way in which it is buried are completely un- 
predictable except to the extent of the cost 
of personnel and equipment referred to earlier. 
These costs are generatec by external forces 
such as climate and general characteristics 

of terrain and not by the movement of crude oil 
in the pipe. 

ioirees Wostsyand Overheads: 

Ineluded in this category are the costs of 
personnel not concerned directly with the 


operation and maintenance of pipe line 
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facilities, legal expenses, insurance, anc 
taxes other than income taxes. With the ex- 
ception or the item of vaxes other than in- 
come taxes there is no direct relationship 
between the costs incurred and traffic. 

Over a period of time they would condition 
themselves to an average level of traffic 
but they will, obviously, not vary directly 
Wicvweurenooce Taxes Gbhner than income taxes 
have a curious reflection as one would expect 
them te vary directly with an assessment of 
installed facilities rather. than with traffic. 
To the extent that taxes are levied on fee pro 
perties and on leased properties other than 
pipe line right-of-way, this is true. The 
formula for computation of assessments and tax 
Wyre Commbia is such that the eftect 

is 2O Seb mOusome variation with traffic. 

Wiis Gliec. OL Variation io realized in whe 
fiscal period subsequent to the variation in 
traffic. Therefore there is a situation in 
which substantial amounts are paid in taxes 

to the Provinee of British Columbia in 1958, 
resulting from increased traffic in the autumn 
of- 1956 and the first halt of 19>/. end Sete 
now predictable that in 1959 lower taxes will 
be paid because of low traffic in 1958 with- 


out regard to what is being moved through the 


€s 


iv ; 
‘va 
Oe wh 

<<” , 
Le 


> 
wena 


weak sainon 4: wens? wat 
iy 2 >) U my tite 


46. tis aire Spee Ie mer edt ta ne 


tg tert asked, = nD 


| é i - nd j i 7 a oi 
r no Sat a a So Ao Baebes et 2 ; . 5 


9 
; _ | 
mt ee 4 4 4 Pe — 4 
" f ee VA.” 6 a ary F : 
J av eevee: Tia oo Savi senteriz y 
> 1 ‘ ‘ 
i 7 
} 
} EF ~» i&'p pal 
: J * Vr. qt risw wis at *) 2) ; 
F 
© & * 
an: AN a ae : ho \ 
‘ p 
~ Ps a op 8 Paap ee By | ovpec 
: j ™ 1 
My H U ‘ 2 Beta 7 wt eA 3 
P f f ah ee r ens: : 
} =) —- x _# be 3gAUe) gene = 
: ) 
2 
; } : " ¢ Pa ngs eka 4 
iy n' } i \ OS SS. 
* be iy 
i £ 
| ' } ' es ths ee eee | «9 Cee 
4 } 
| ec we PATO bd Bt BS Ue Com 
. 4c FD BE: 
L 
a 
SU EDO Mee Le . a 
. i 
f = 
*, +m 
ve 
n = ee dg. 
j ve “4 
| 
| Bi ns t iwi - t™ a ' 
. > > = a A 
= de . ew ae hee | ws 
7 ~ é e : i J TLSBU Barre oOALW ’ 
, = 
N i ' a Say u mote Maes Ps . chal $ ow t 
a a — => 
; ae x e ‘ 
i ‘ i; ee 8 sp ff é ‘ 
a ; ! : 3 hi ees] ale mich . ini Be Lil 3 ofr. : a) 
1 ih ol ala 44 
i * be i 
ae 4 # 5 %. Ae \. 
WR Wee dlls, ine 
t H She hy oie, 98 <i) 
: Ce Ae IRR Was 


ANGUS, STONEHOUSE & CO. LTD. 37 ae5 
TORONTO, ONTARIO 


iine av vhevtime wthe taxes are paid. 
Costs for 1957 are shown in Exhibit one 
TARIFFS 

The Company's Tariff is filed, vVoluntartiy, 
with the Board of Transport Commissioners for Canada, 
The Joint Tariff between the Company and Trans 
Mountain Oil Pipe Line Corporation is approved 
by anc filed with the Interstate Commerce Commission 
ony Westin ton, bp .C . 

Effective January 1, 1958, initial Tariff 
pates were reduced by 5¢ per barrel to all destin- 
ations, both in British Columbia and in Washington, 
in an attempt to prevent further loss of business. 
in spite of this reduction traffic has continued 
Colpo Onn, The rates now in effect areis 


Edmonton & Edson, Alberta 
to Kamloops, British Columbia 38¢/bdbl. 


Edmonton & Edson, Alberta 
to Burnaby, British Columbia 4o¢g/ob1. 


Edmonton & Edson, Alberta 
to Ferndale and Anacortes, Wash. 4e¢/bbl. 


Copies of current Tariffs are attached as 


Q 


Exar batsece and 


\O 


OIL TRANSPORTED 
Aftemaarrival of the first «rude oii an 
tanks at Burnaby on October 17, 1953, the first 
deliveries to each of the six connected refineries 
were made on the following dates: 


Toco Refinery October, 1953 


ae Imperial Oil Limited 
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Shellburn Refinery November ,1953 
Snell O11 Company of 
Canada, Limited 


Kamloops Refinery March, 1954 
Royalite Oil Company, 

Limited 

Stanovan Refinery September, 195 
Standard O11 Company of 

British Columbia Limited 

Ferndale, Washington, 

Refinery October, 1954 
General Petroleum 

Corporation 


Anacortes, Washington 

Refinery August, 1955 
Shell Oil Company 

Although Trans Mountain marine loading 


facilities were available in 10534 the Pirss Canker 


D 


was not loaded until January 1, 1956, 


Deliveries from the commencement of oper- 
ation until the end of March, 19583, are shown by 
ChenvorUlLeation on page 14 of the original brief and 
the graph which appears as Exhibit 10. 

Most of the world's tankers are on long 
VeERMvChereer., or eourvalent, leaving a relatively 
small number available for the movement of SPOS 
cargoes anc. for short term charter. This makes spo 
charter rates extremely sensitive to the law of 
Supply and demanc. 

From the time the Trans Mountain system 
was being designed until part way through the first 
construction season "spot" cargo rates were well 
dove U.S.M.C. rates - in a few cases as high as 


U.S.N.C. plus 190% (i.e. $6.35/Bbol. Persian Guif 
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to San Francisco), During the second quarter 
of 1952 these rates dropped off and between that 
time and the last quarter of 1955 they ranged from 
aboucr too or US MYC. to USiM Ch minus 50-60% 
(i.e. $1.10 ~$0.88/8b1. Persian Guif to San 
Francisco). 

A sharp rise in rates at the end of 1955 
tapered off in early 1956 and again rose rapidly 
TOO aboueU. SOMTC. plus 200% during closure of the 
Suez Canal. When the Canal reopened rates fell off 
abruptly and since that time have been in the range 
of U.S.M.C. minus 40% to minus 70%. A graph of 
these fluctuations appears as i chee g wa oa ly ie ia 

In considering California as a poten- 
tial market for Canadian crude oil in competition 
witn Middle East or other crudes it is apparent 
that the tanker costs form a Haree parr of the total 
laid down cost of Middle Bast Crude, but a relatively 
minor part of the laid down cost of Canadian crude. 
High tanker charter vates, therefore, favour 
Canadian oil in California. However, because of 
the preponderance of long term charters, the gener- 
ally integrated nature of the oil industry and the 
differences in production regulations in different 
countries high spot tanker rates do not necessarily 
guarantee that Canadian oil will be used in 
California. 


The first tanker of Canadian oil to move 
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from the West Coast was loaded at Westridge on 
January 1, 1956 for a California destination, 
Tanker business increased to a total of over 
6,000,000 barrels for the year, one cargo to France, 
two to Japan and the balance to Calairornvear: 

In 1957 up to the time tanker scnedules 
were rearranged following the reopening or the 
Canal, movement by tanker from Westridge kept on 
increasing, reaching a peak of nearly 60,000 barrels 
per day in May. Some movement eontinued, but. in 
much smaller volume, through September, 1957, since 
which time Trans Mountain has had no tanker business. 
Total tanker movement from Westridge in 1957 was a 
little over {;000,000 barrels. 

Dupime the first five months of 1957 the 
system pumpec to capacity, part of this time aver- 
aging over 200,000 BD. The full requirements of 
British Columbia refineries were supplied but more 
Oil would have been offered for expors “hadwilrans 
Mountain had additional Capacity, “Mie 2509000 Bp 
capacity then under construction was not available 
until August, 1957, by which time the demand had 
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Capacity Requirements: The initial capa- 
city of the system was 150,000 BD, which could be 
increased to 200,000 BD by previous design arrange- 
ments and the construction of new stations at Jasver, 
Gainford and Laurel. During 1956 the pumping pro- 
grammes imposed upon the system exceeded 150,000 BD 
at the same time as these stations were being con- 
structed to increase the capacity to 200,000 BD. 

Close consideration was then given to the 
course of future expansion. There were three possi- 
bilities: 

Make no increase in capacity. 

Increase capacity by constructing additional 
Stations on the existing line with ultimate 
capacity of 300,000 BD. 

Commence the construction of a second pipe line 
for export with ultimate system capacity of 
600,000 BD. 

No increase. The system was operating to capa- 
city and profitably. If the decision was 
made to increase, there was a risk that 
the additional capacity might not be used 
continuously and the profitability of the 
venture would suffer accordingly. A capa- 
eity of 200,000 BD would be sufficient in 
itseif to transport all the crude oil esti- 
mated to be required by British Columbia re- 


fineries at least until 1975. (See Exhibit 10 
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Increase capacity by construction of addi- 
tional stations: 


The growing demand in the North Pacific 
States and California for Western Canadian 
crude oil suggested that this demand might 
in time impose a load on the system equal 
to or greater than the requirements of 
British Columbia., The capacity of the 
200,000 BD line could be increased to 
300,000 BD by adding seven more stations 
at a cost of approximately $20 million. 
The disadvantages of this proposal were 
an increase in pumping costs until the 
additional capacity was utilized and deep 
concern as to the path of expansion above 
300,000 BD once the additional stations 
had been added (See Exhibit 10). 
Construction of a second pipe line: The third 
possibility was construction of a continu- 
ous new pipe line from Edmonton, paralleling 
the existing line and designed entirely 
for the export of crude oil to the Pacific 
Northwest, California and the world. 
Serious elements of danger existed in 
this proposal because of the great cost of 
the complete project, estimated at $200 
million, and the serious effect on opera- 


ting costs before the facilities were 
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economically utilized. However, construc- 

tion could be carried out in stages over a 

number of years as additional capacity was 

required. 

After consideration of all factors, it was 
decided to expand the system by means of a continuous 
second pipe line in stages as required. Before commen- 
cing construction, the Company retained Stanford Re- 
search Institute to make a broad survey of "The Supply 
and Market for Crude Oil Transported by Trans Mountain 
Oil Pipe Line". The survey covered the 20 year period 
BOPIGTO With indications that, at that date, the 
British Columbia market would require more than 120,000 
BD, the Washington market about 350,000 BD and the 
total market area more than 600,000 BD including 
tanker shipments to California. (The Stanford Report 
was revised in 1957 with some changes in total quan- 
tities but showing the same future trend.). The 
survey confirmed the Company's views and the first 
stage consisting of 102 miles of the second pipe 
line was laid in 1957 and approximately $35 million 
was spent during that construction season. 

The decision to expand by means of a con- 
tinuous second pipe line meant that Trans Mountain 
had commenced a programme which, when completed, 
would make possible the delivery of all the western 
Canadian crude oil which the Stanford study of 1956 


indicated would be required by the markets in British 
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Columbia, the United States Pacific Northwest, and 
by tanker out of Vancouver to California ports 
through the 20 year sens to 1976. The Trans Moun- 
tain system would also be in a position to serve 
adequately the newer production areas of Northeast 
British Columbia and Northwest Alberta. 

Benefits to Canada: Benefits to Canada of 
the Trans Mountain system are as follows: 

Provides an economic Western outlet to markets 

for Canadian crude oil and gives incentive to 

exploration for new oil fields and fuller de- 
velopment of existing fields, thus attracting 
large investment capital. 

The system is a strategic defence LacLiliy. 
guarantees self-sufficiency in petroleum pro- 
ducts and constitutes an additional energy supply 
line to the Pacific coast. 

The Company's system is capable of deliver- 
ing all of the crude oil estimated to be re- 
quired by British Columbia refineries up to 
1975. Previously these refineries had to rely 
on imported crude oil. 

Refining capacity in British Columbia in- 
creased from 26,000 BD in 1953 to 72,000 BD in 
1957, with an additional 20,000 BD refinery 
now under construction. 


New refineries in Washington connected to 


—__ the Trans Mountain system have a capacity of 
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85,000 BD and one under construction will have 
an initial capacity of 40,000 BD. 
71,900,000 barrels of Canadian crude oil 
Wave Deen’ exporced, ‘with a total value or $218 
million, reversing the previous trend in USS 
Canadian trade. 
All employees in Canada are Canadian citi- 
zens or British subjects, who initially received 
much training. These special skills now become 
part of Canada's manpower strength and capacity. 
The establishment of secondary industries, 
which, experience in other parts of the world 
has shown, follow the development of petroleum 
refining. 
Taxes paid to Canada and the Provinces of 
Alberta and British Columbia, including income 
tax, Federal and Provincial sales taxes, import 
duties and property taxes in the Provinces. 
Recommendations: mxeporg Pod teves. | ite 
export of Western Canadian crude oil to economic mar- 
kets should be increased by every means at the command 
of those concerned, producers, carriers, refiners and 
Governments. Western Canadian requirements should 
of course be fulfilled first at all times. 

In’ this connection 1b s*vo- be noted “chat 
Trans Mountain's existing 24 inch line is adequate 
to deliver all the crude oil which present estimates 


indicate will be required by British Columbia refineries 
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through 1976, and that Stepwise development of the 
second pipe line (of which 102 miles were comoleted 
in 1957) could assure delivery to the Pacific Coast 
of all Western Canadian crude oil which the 1956 
Stanford Research Institute estimate indicated would 
be required to supply the United States Pacific 
Northwest and California markets through 1976. 
Regulation and Control of Oil Pipe Line 
Companies: The Board of Transport Commissioners for 
Canada as sautchority to fix."tolls.or tariffs” put 
this authority need not be exercised as long as 
pipe line companies continue to charge reasonable 
rates, with due regard to the risks involved. 
Ownership of shares in oil vipe line com- 
panies shoulc be unrestricted, as at present. The 
Summary of the share register of this Company included 
iB chee abrlelashowsatnat restriction _to.Canadian 
ownership is unnecessary. Without the active inter- 
est and participacion;, financialand.otherwise,.of 
integrated oil companies, as well as those engaged 
solely in producing and marketing crude oil and its 
products, the. finencing, construction and‘ successful 
operation of an oil pipe line would be extremely 
Gittivcuityl ite ie idovbtful that pubiie or privace 
financing on as favourable terms could be found. to 
support a venture of this nature without such parti- 
eCipacion., 


The present jurisdiction over oil pipe lines 
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is exercised by the Board of Transport Commissioners 
for Canada, and in our opinion no more resulatien is 
required. The Board was created and initially named 
the Board of Railway Commissioners for Canada by the 
Railway Act of 1903 and was given its present name 
by the Transvort Act of 1933. The Board is a Court 
of Record and since 1903 has dealt with the problems 
of railways and, latterly, pipe lines. As have other 
courts, it has built up through the years a body of 
precedents and its decisions are recorded in the 
seventy-odd volumes of the Canadian Railway and Trans- 
port Cases. In this Company's experience to date 
the Board has amply demonstrated its ability to ad- 
minister the various statutes which aoply to the 
Company's operation. A multiplicity of Boards should 
be avoided and we believe that insofar as oil pipe 
lines are concerned a National Energy Board is un- 
necessary. 

THE CHAIRMAN: Thank you very much, Mr. 
Morrison. I am sure you would appreciate a ten- 
minute break and I would suggest we have it now. We 


Will have a ten-minute break. 
---A short recess. 


THE CHAIRMAN: Gentlemen, we will now resume 


the hearing. 
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MR. COMMISSIONER BRITNELL: Mr. Chairman, 
Just one question with respect to the fourth last 
paragraph on page 18: 

With respect to the 72,000,000 barrels of 
Canadian crude oil, precisely what period is covered 
by that? You say 71,900,000 barrels of Canadian crude 
oil have been exported with a total value of -- and 
BO Ons -LOr What period ts that? 

MR. MORRISON: The man most familiar with 
those figures is Mr. Hurd and he will answer. 

MR. HURD: That is since the beginning of 
our operation in the Fall of 1953. Actually, there 
was not any delivery for export during 1953, but 
this is the total since we began overations. 

MR. COMMISSIONER BRITNELL: So, from the 
beginning of 1954 to precisely when, or approximately 
when? 

MR. HURD: To the end of --- 

MR. COMMISSIONER BRITNELL: 195 Gt 

MRS \HURD: 1957, LT’ believe; I think that 
can be taken as 1957. I do not actually have the 
DUP Goh it Heresy but I- think that «is “14. 

MR. COMMISSIONER BRITNELL: That would be 
almost exactly three calendar years. 

, MR. MORRISON: We are in the habit of 
talking about barrels per day. 

MR. COMMISSIONER BRITNELL: That would be 
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approximately four calendar years, rather. That is 
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near enough, Mr. Chairman. 
MR. HURD: Dr. Britnell, I can check that 


and give it to you precisely in a few minutes if 
that will do. 

THE CHAIRMAN: Bil eo at Mee Sra Gideloy 

tes (fue d tL btiO's PE MORE eG): hale tee G 
direct these questions to you and you can direct them 
to whoever you wish to answer them. 

Would you please Look at Exhibit 7: as 7 
understand it from Exhibit 7, the connected refineries 
to the system at present in Canada have a daily capa- 
Citivas (2000 barrels. and in the United “States a 
daily capacity of 90,000 barrels: is that correct? 

MR. MORRISON: gaye Rowan 

MR, PATTTELO: What is the highest per day 
that you have delivered to these connected American 
refineries at any time since the company has gone into 
operation? 

MR. MORRISON: ne 1 reeatl correet iv, we 
have delivered up to the capacity for a short time; 
that would be 58,000 to 59,000 barrels a day to 
Anacortes and between 32 and 33,000 barrels per day 
CO Mermidate. (That 1s in barrels per day. 

MR. HURD: If you would refer to page 14 
you will see under the third quarter of 1957 the aver- 
age daily barrels for the third quarter was 54,454, 
The peak day would be somewhat higher than that but 
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MAL. PAPEELLO: pO, ao that taine a the 
third quarter of 1957, these two refineries were 
taking all of their supplies through Trans Mountain? 

Mn HURD? That is correct. 

Mie PATUILIO: What is the situation today? 
Are they taking all of their supplies today? 

MR. MORRISON: That is not really a thing 
that we can tell you about with any degree of accuracy 
because they are oil companies that can get deliveries 
from any source at all. We do not believe there is 
much coming in from abroad. Probably stocks were built 
up just after the Suez period, but those are both com- 
penles thav have produced in Califormia and, I under- 
stand, some of their Californian commitments are being 
taken care of by movement of oil from the south up to 
the northern States. Whether that is true with Fern- 
Gale, E coude nov-say . 

Ma. PATPILLO: what 1s not. just exacvly 
what I was hoping to get, Mr. Morrison. For instance, 
does Ferndale refinery -- where is it located -- it 
is in the State of Washington? 

MR. MORRISON: Yes; there is a branch of 
Perndale at Laurel. it is 15 miles below anc aie 
lateral is about 15 miles along; it is down 15 miles 
and over to the Coast. 

Mi A TP TIL : Under the oresent United 


States quota system, what is the daily allowable? 


[. a" MR. MORRISON: It is in this sheaf of papers. 
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MR. HURD: According to President Eisen- 
hower's order on the voluntary restriction of imports 
the allocation shows Rica for the three companies 
but our operating refineries in the State of Washing- 
ton, with two of which we are connected, General 
Petroleum, 25,500 barrels: pred 32500 parret a 
Uvo. OL and Rerining’ Company, Tacoma, which was not 
connected to us but which, for the time, was a con- 
signee, 4,000 barrels per day, making a total of 
62,000. 

MR. PATTILLO: Is Ferndale having you ship 
to it today up to the full amount of its allowable? 

Ma eLURD: NOG 1 Sra Oe 

Mie PATO LLLO: Has it at any time since the 
quota system was imposed by the President been shipping 
up GVortne anount of its allowable? 

MR. HURD: Thieves ence Cie Pers er Anis 
month? 

Min PATERELO: es 

MR. HURD: No. 


MR. MORRISON: NOt. Prom we: 


nee ee aoaheieey: 


bi eoahed te Hey esau 
sotrees: wply sth 8 wnttenny 


a 


bmaAteean' Yo SRI Se erie: 2 wa erontlt 


Gan Ht ge Sy co 


| 
| he E0G 0 ah mat 
A | a foneG ye one 


. at : : 1 Oe 
OD aay ioe aadipe baie Sr): "iain a a 
¢ : Y ; : : as! 
+ ; 


x 


' : “oa 
“Salt ARURACEY. ioe “tex chaise aie ae Git webod diveies 
: ? ie 


ik . ey pee Tren: 2 iy tei i . “4 ab Bei gh ahi ‘ ye ie Prey | a se | , i aye % : 
q eae ied toth? sett. ald gel Dedowd Baw meteie Saou 7 


pit food aroma Si es ae 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 3728 


MR, PATTILLO: Now, there was a quota 
put in prior to that, wasn't there, prior to the 
first of this month? 

MR. HURD: Not as far as the westcoast is 
eoncermned. 

MR. PATTILLO: Well, at any time during 
the year 1958 has Ferndale been shipping through 
your lines an amount in excess of its allowable, 
per day allowable? 

MR. HURD: Yes, the refinery has. General 
Petroleum as a shipper has not. It was almost the 

| amounts or ipsaqguotay iftiyou could calisdt that, 
The reason for that statement is that the refinery 
at Ferndale, that is the General Petroleum 
Refinery has also been running crude oil on account 
of another oil company which was also taking oil 
through our system. They have a quota. So that the 
total being run during the early part of this year 
was somewhat in excess of the quota stated for 
General Petroleum, but General Petroleum has not. 

MR. PATTILLO: And the amount being run 
would not be in excess of the combined quotas of 
General Petroleum and the other company for which 
it was also run. 

MR. HURD: No. 

MRa <PATPILLOs When we come to the Shell 


Oil Company, you told us their allowable is in the 


——__| vicinity of 32,500 per day. At any time during the 
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year 1958 has Shell been shipping over your 
linesrvosits refinery in excess of that figure? 

MR. MORRISON: No. 

MEG PAPTILLO'< And what is it presently 
shipping? 

MR. MORRISON: Through our systemthis 
month, roughly 10,000 barrels per day. 

MR, PATTILLO: Now, still looking at 
expN i bit: -/(, you have listed under the State of 
Washington these two other refineries, Union 
Oil Company of California and the U.S. Oil and 
Refining Company.Haveeither one of those companies 
been buying oi1 shipped over Trans Mountain Oil lines 
Cluvernforrectianon indiveciy?. .-Wirst,;, have they at 
any time since you have been in operation been ship- 
ping direct? 

MR. MORRISON: Yes, some oil went. direct 
to the U.S. Oil and Refining Company at Tacoma by 
barge. It esurcue enue General Petroleum, but it- was 
moved to the refinery at Tacoma. But Union Oil Company, 
no. 

MRerPATTILLO: The Union O11 Company being 
one of the original shareholders. 

MWA. MORRISON: Yes. This isn't a reguiar 
refinery atall. That U.S. Oil and Refining Company 
did have an agreement with General Petroleum to 


supply them. 


————_ MR. PATTILLO:- Then I want to come to the 
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large California market. You have listed the re- 
fineries in the San Francisco area as having an 
aggregate of 375,500 barrels per day; ‘is’ thet correct? 

MR. MORRISON: These are taken from publica- 
tions; they are as correct as they can be. 

MR, PATTILLO: Have any of those refineries 
ever purchased oil shipped over the Trans Mountain? 

Ms HURDS Yess 

MRe PATOL LLO+ When did they do that? 

MR. MORRISON: During the Suez period. 

MR. HURD: Some in each quarter of 1956 
and during the first three-quarters of 1957. 

Ma PATTIDEO? That ie’ Shell, Standard 
OLLioL Caritormie, Tide Water-and Union -0it 
Company of, California. 

MR. HURD: No; "dont. think ali oF 
them, but some of them had during this time. 

MR. PATTILLO: Which ones? 

MR. MORRISON: Standard and Tide 
certainly did. 

MR, PATTILLO: Standard has always been 
a shareholder in Trans Mountain, 

MR. McQUARRIE: Through its Canadian sub- 
sidiary. 

MB VPADITLULO? Has Tide Water Ort 
Company ever been a shareholder? 


MR, MORRISON: No. 


————— MR, PATTILLO: Who is the Tide Water 
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Company? What associate companies has it? 

MR. MORRISON: It is one of the oldest 
companies in the oil business, from the year 1, 
almost. 

MR, PATTILLO: Can you give us the names 
of any of these associate companies which you know 
ofthat are operating in Canada? 

MR. MORRISON: I don't think there are 
any. That is out of our territory pretty well. 

MR. -PATTILLO: So far .as you know, you 
don't know of any? 

MR. MORRISON: No. 

Mh. BPATTILLO: wind Union Olds. Company. of 
California, it was, as you said, an original share- 
holder? 

MR. MORRISON: Yes. 

MiatPATTELLO: Now, was ~~ consideration 
-ever given by your American subsidiary to extend- 
ing lines| to any of (these refineries:in the, California 
area? 

MR. MORRISON: No. 

MR.» PATTILLO: ‘There has never been, any 
calculation as to how much it would cost to make 
such an extension? 

MR, MORRISON: Not certainly in my 
time with the company. Mr. Bailey was there in the 


earlier stages? 


—___| MR. BAILEY: Yes, there was brief 
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S32 
consideration given to that question, but I think 
it was obviously a future matter. 

MR, MORRISON: I would say on the face of 
it it wouldn't even be considered at this time. 

MR. PATTILLO: So that the whole delivery 
so far as they were concerned up to the present 
time at least has been contemplated by way of tanker 
from Burnaby. 

MR. MORRISON: Yes. 

MR PATTILEO: And at the present ‘time 
none of this American market is available to you; 
isthat correct? 

MR MORRISONS Thaw is correct. 

ive PAPDELWO Now, wi biyouvexp lain this, 
MePMorrison, to the Commission? You have as at 
the first of the year reduced your tariff by 5¢ 
per“Darrel ,and if one wants to find out how much 
the laid down cost is today in the United States 
at Washington one adds the tariff to the price that 
Lest paid Lor the ofl savimie wellhead}; “is that. correct? 

MR: MORRESON? Plus some other factors, yes. 

MR. PATTILLO: What would be the other 
factors? --- gathering costs? 

MR. MORRISON: It depends. We get it ata 
tank farm in Edmonton, so that the gathering charge 
would be ahead of that, and if that is the case to 


start with, then you would add the tariff, and then 


Jaze there is the duty and then there is the Canadian 
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dollar and so forth. 

MR, PATTILLO: What is the duty? 

MR. MORRISON:  10%¢ a barrel. 

MR. PATTILLO: How is that comparing to- 
day with the price delivered at Tacoma of Venezuelan 
Ori ln? 

MR. MORRISON: We had quite a discourse 
Onweline thes. bcs. pius,.orm minus. eTheiwariation as 
here in the brief has been from an extreme low of 
something like 88¢ to something over $6 a barrel. 

MiteePATPI LLG: That tLawt pom ithe: Persian 
Gib? 

MR. MORRISON: Yes. 

Me. PATTILEOs: DL was; thinking from 
Venezueia. 

Mit? sVORTESONe Gl wove standard trom 
Venezuela is how much? In any event, that is a 
little bit beyond the scope of our knowledge too. 
We can take posted prices and make the same calcu- 
lation that you or anyone else can make and arrive 
at a figure. If you are considering an integrated 
oil company, the overall economics may be something 
entirely different, and that is something that we 
would not know. If you take the posted prices and 
add these different costs, I think with the 
Canadian dotiarvat par,: U.S,M.Cceaninuss 35,5 Onssome- 
thing like that, would give about a stand-off at 


Puget Sound and slightly higher than that, maybe 30, 
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These are higher figures at San Francisco and maybe 
Los Angeles. 

MR, PATTILLO: What I am getting at is 
this: it is common knowledge that when we return 
to Calgary we are going to have a lot of representa- 
tions made for and against building a pipeline to 
Montreal. Now, up to now we have heard from various 
people that one of the natural markets for Canadian 
erude is this western U.S. area, the area that Trans 
Mountain is in a position to serve. When you have a 
potential market as you show here of over 1..?/!/1,000 
barrels per day that might possibly be served by 
Canadian crude - - 

MAENMORRGSON: You are forgetting the 
California’ production. Most of that 900,000 -0r so 
would be California production. 

MR ZPPATTPLLO: Which would leave about 
some figume, chuisO0, 000 barre le; perm, day 1 2e8S aeper 
tential. 

MR. MORRISON: Yes, a potential of which 
we would hope to get a share. 

MR. PATTILLO: What is to be done to get 
the share? You people in your wisdom saw fit to 
reduce your tariff by 5¢. I presume that was because 
of competition. 

MR. MORRISON: That was as a last resort 
to try and hold some of the business we had. We 


didn't hope to get much more. The situation was 
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changing so rapidly. 

MR. PATTILLO: You are talking about the 
business with Ferndale and so on, 

MR. MORRISON: Yes, and possibly the odd 
shipment to San Francisco Bay and Los Angeles. 

MR GPAPDLLLO: Who told you it was necessary 
to make this reduction of 5¢? 

MR, MORRISON; Nobody told me. You just have 
to take the best guess you can make. There is no yard- 
stick that is precise that I know of. The oil companies 
will have a better yardstick because they know more 
about it. We do not own the oil, we simply have it 
delivered to us at one point and we deliver out the 
other end of the pipe. 

MR. PATTILLO: Yes, but the people who are 
in control at that end are the people in these oil 
companies, 

MR w@ORRLSONW «© Yes, but it is all company 
business. We are not on their Boards. 

MR PATRILIO w= But- what I am trying to get 
at is, what are the factors which are taken into 
consideration by your Board, with their background 
knowledge and everything, in making this reduction 
in tariff of 5¢ and what factors did you as the 
president of the company look at in agreeing to make 
that reduction? 

MR. MORRISON: Well, it is a world-wide 


situation. When Suez Canal reopened there were tankers 
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floating around looking for business, the spot tankers, 
We cannot say much about the regular business of 

the major oil companies where the oil is carried in 
tankers that are chartered over long periods of 

time, and they have a steady rate, they know just 
what they are paying for thase charters. But the 
margin of business carried by these marginal tankers 
that do not have long time charters -- they grab 
whatever business they can, the rates go up and down, 
they swing. Now, at a certain rate we could hope to 
get some of that business and we are still in that 
region at that time. Now, it was possible that these 
rates might go so low that oil could come into 

Puget Sound from Venezuela and the Middle East, and 
we have not even mentioned Borneo and Sumatra ihere 
there is large production; anc when they went on 

to, the Hast. Coast first, I cannot say definitely, 

but I suppose oil swung around the West Coast and 
built up stocks there. Now, that was crowding up 

on the Puget Sound area. We did what we could to try 
and retain that business. It wasn't only 5¢; in the 
meantime the dollar had dropped and dropped from, 
Baya collar six to about three, something like! thar, 
So that wasein our favour, and we did hold 2 cer res 
amount of all that business. Now, that is about as 
precise as I can be. 


MR. PATTILLO:. Canvyou help us, Mr. Taylor? 


——___ Here we have the Shell Oil Company with a refinery of 
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95,000 barrels per day, we have them also owning 
a refinery in California where they have another 
55,000 barrels per Hine. and we have Standard Oil 
Company in California with a refinery there of 
167,000 barrels per day. Now, those twocompanies 
have operations in Alberta, they have a share in- 
terest in this pipeline; certainly it is common 
knowledge so far as Shell is concerned that it 
has a very large tanker fleet which it is probab- 
ly operating for its own purposes where it wouldn't 
be interested in spot tankage, would it? 

MR. MORRISON: In certain instances, yes. 

MR, PATTILLO: They would also use spot 
tankers? 

MR. MORRISON: Yes -- not regularly. 
This is a very small percentage of the total busi- 
ness, approximately about 5%, 7%, maybe. 

MR. PATTILLO: The spot tankage? 

MR. MORRISON: Yes. It is avery small 
part of the business. 

Di. PATTIOLO:. “hen it doesn’t reaikiy 
have the significant effect perhaps where we were 
thinking these tankage rates might have. 

MR, MORRISON: Well, it was sufficient 
to fill up the storage on the Pacific Coast and 
at the same time the requirements dropped and re- 


fineries were curtailing their loss. The whole 


— situation tended to reduce the requirements from 
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Canada, The stocks are still something like 47 
million barrels on the Pacific Coast, I believe; 
these are figures just from memory, They were much 
higher than that from the United States several 
months ago. But the cold weather in the east came 
along just at the right time and reduced the stocks 
in the east, and theirs are in fairly good shape 
now; but the very warm weather inthe West Coast 
reduced the requirements for fuel oil and go on 
and their stocks have remained high. That is a 
great factor in this whole business, the movement 


of this tnternationalwoil, 
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LO 


Mit PATTIGLO: Well, now, I appreciate that, 
but I want to get at this if T can: 

Vou cold us What your tariffs are; you have 
told us that you will have so many fixed costs; that, 
therefore, your expenses, whether your lines are 
running full out or whether they are only running par- 
tially full still go on and, as I understood what you 
were saying, it is, "We have got to have a tariff 
which is going to cover us when we are running slack 
as well as make money for us when we are running full 
ony,” 

Now, is that what you were suggesting in 
VOUy Drier 7 

MR. MORRISON: Yes. If we are getting at 
whether or not it was a wise move, we woulda like to 
have the nickle back again. 

MR. PATTILLO: What I want to get at is 
this: when your line was overating full out in the 
third quarter of 1957 and prior to that, what was 
your cost per barrel for transmission? 

MR. MORRISON: Well, © don't Dike -to*Pive 
it to you just from memory. We can take it from that 
ExXMibit 53 I think you can See something “of i. yokere. 
We have various ways of getting these costs and 
sometimes it is the level of the throughput that 
breaks even and sometimes it is the number of barrels--- 


Pie PATELLLO: Well, you can give me the 


cost and compare it in any way you want; but what I 
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erereat ly sry iigwGo eet at is 42 you are running full 
out, what it would be and what it runs up to today. 
MR. MORRISON: A lot of these figures we 
were never really able to establish because we ran 
up to 200,000 barrels a day when we were expanding, 
from that to 250,000, and just as we Bov 250,000: the 
throughput fell off to more like 150,000, and we 
never had a barrel at the full capacity of the expan- 
ded Line. 
RR. BATT LO : ik appreciate that. . I would 


ouke To heey from Moe. Hurd, if he can enlighten us. 


MR. JURD : May I say, to begin with, that 
in the brief table which Mr. Morrison reac, he meant 
to Say that costs do not vary tremendously with 
throughput, but the costs per barrel do. 

MAS Are LiLo: Oh, L. agree . 

MR. HURD: Now, if that is clear, on our 
present Lhrovenput. 1. would say that our costs of 
pumping were about 40d or thereabouts; but if we had 
our new facilities in and were pumping at 200,000 
barrels, which we did without the facilities, they 
Meat be halt of that, or 21¢. 

Pe Se ee Td) 50. 1f you could jet your 
line up to capacity, when you are talking about that 
21¢, does that include the margin of profit for 
transmission? 

MR. HURD: NO: aes 


MR. PATTILLO» “Tat, 189 pure. cost: 
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out what would be the maximum possible reduction that 
you could make in tariffs to put Canadian oil from 
Alberta into the market in the States? 

MR. HURD: Well, you could make guidance 
figures but you would have to pout a lot of Judgment 
Gn the result of such a calculation. 

MR. PATTILLO: Right. Now, what I wanted 
vO Bec av, in order to test the thing from what are 
the potentials, what are the present prices for 
Venezuela oil and Eastern oil, that they could be 
daid down for in this votential market shown in Ex- 
HibLG 7? 

Let us take in Washington. Is there any 
Venezuelan or Mid-East oil being laid down in the 
State of Washington? 

MR. MORRISON: We haven't any real know- 
ledge of that. So’ Tar as we know, there is’ noc rany 
Toreign oll other than Canadian poing to the sheil 
refinery. I do not know whether G.P. -- they pro- 
bably have had some Venezuelan oil. We have no 
record of shipments coming in. 

Pin, CALL Lou: Well, who would have that 
information? When they cut down the amount they 
are going to ship, don't you go to them and ask them 


Mr. “HURDY All cost. 

MR. PATTILLO: oO if “you put on that cost 
a margin Tor profit, on top of that, you could figure 
what gives, why are they cutting back? 
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MR. MORRISON: We don't get the answers 
and it is a little bit awkward to ask too much of 
other people's business, perhaps. 

MR. PATTILLO: Who would have the answer 
to that question? 

Mo, *MORRLGON: “ihe SA oP.) publish records 
and we search them as well as we can. In Canada we 
have our statistics, of course, their counterpart 
TVENe "Saves. e6 chink their. ls \4ecthe only record 
we have at the office; that is the American Petroleum 
Institute. 

ME. SPATTILGO: Well you “chink there nas 
been some Venezuelan oil purchased by General Petro- 
leums in recent months. Now, have you any figure 
that can tell us what that price, laid down, was? 

MR. MORRISON: I haven't even knowledge that 
Gey Mave iad athapeotl. Ll can show you a chart, if 
you would like, one that I keep on my desk, that is 
very old, November of 1957, showing the relationships 
of the tariffs in these U.S.M.C. rates and showing 
wierertheyimatch. Torts just something I take 
from posted prices. 

Now, that does not necegsarily reflect the 
value of that oil to the integrated oil companies. 
You know the conditions in Canada. 

TL would be reluctant to get into a discus- 
Sion of the oil companies! business to that extent, 


but if a company has a field in Venezuela and one in 
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Canada, with pro ration in Canada and no pro ration 
na Venezuela and can ship 10 barrels of one to one 
barrel of another and make a dollar a barrel, econ- 
omically it would favour that type of business. 

i regret very much that I might be quoted 
SUGvDLS sory or vhing, but it: is just..an illustra- 
tion of what can happen. It is overall economics, 
not necessarily policy. 

MR tePAPTTLELO : Well, you are helping the 
Commission very much, Mr. Morrison, and I do not want 
to embarrass you, but we have got to try to get this 
information from somebody and have an overall under- 
Standing of the picture. 

MR. MORRISON: That sort of thing has been 
published in all of the oil journals in the past year 
OVVSO we eanoer Trequenulyceyt: think, so ithis) dustee 
general sort of statement. 

May PAPEL ELO: They MaveooLl in one country 
where they can ship to their heart's content and 
makeha profit and. they are going to let the other sit, 
isi hace your situation? 

MR. MORRISON: Well, the restrictions have 
had some effect on that, too. 

Mi. (PATTI DLO: Can you tell us anything 
about the present prices, as you understand them, of 
Venezuela and Mid-East oil from the charts which you 
have, the laid down prices in California? 


MR. MORRISON: E would, préfer thatcMe. Hurd, 
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who made some calculations much more recently --= 
I just keep this as a quick reference. 

MA eHURD: t think the same comments apply, 
Ghet+thishis almost purely 2 mathematical exercise, 
because there are many factors which determine which 
erucde is more desirable from the oil companies! stand- 
point, but the result of the mathematical exercises 
is that as far as delivery at San Frencisco is con- 
cerned, Redwater crude from Alberta will lay into san 
Francisco on the basis of posted wellhead pricesy- to- 
day's gathering end trunk-line charges, loading charges, 
and on the wasistot tanker rates equa lito Seri soy 
rates and including the 10 1/2¢ import tariff into 
the United States, at $3.4147, and one other condition 
it Proresor commention isthe U.S. dollar parity. 


J. 


Now, that same crude oil, at a tanker rate 


| 
Of Ui. Cavminus: 50 per cent and dollar parity As 
thewsame crude oll at U.S.M.C. minus 50° per 
cent but a condition where the Canadian dollar is 
equivalentwiorg1s03 Uss., which 16 roughly what it 
is today, I think, that figure becomes $3.4016. 

Then, taking) as.a typical Middle Bast crude, 
crude oil from Western Europe, which I think is as 
nearly equivalent, value-wise, to Redwater as the 

ordinary crudes from there, the three corresponding 


s 4 Q 
figures to the three I heve given you are $4.33850, 


a $3.3050 and the third number is the same, $3.3050. 
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Another crude oil from Venezuela, that is 
again roughly equivalent, quality-wise, to Redwater, 
maintaining the three figures are, $4 .0093, $3.5822 
and the third number is the same, $3.5822. 

Mice PATEL bOs So at the present time, 
on the basis of these soot tanker prices that are 
generally prevailing, Redwater crude could ‘be laid 
down more cheaoly than Venezuela? 

MR. HURD: it appears so, yes. 

Me PATTIELO: But it cannot be Laid dow 
more cheaply than Mid-East? 

MR HURD?> “Now, this is’ in San rfraneis co 
you are speaking of? 

Pini hee eles EO St, 

MR. “HURD: Om the “basis ‘of She Figures chat 
are the result of these mathematical exercises, that 
is true; but there are so many other factors that are 
internal with all companies that have to do with 
getting movement of their oil from Venezuela to their 
destination on back haul -- they may be taking a 
load somewhere else and getting a cheaper rate on the 
way) back; ald’ Sorts of things enter Inco ae 
colour the thinking and can perhaps make that state- 
ment nov true. 

MR. MORRISON: Also we do not know what 
their long-term charters are. They may be U.S.M.C. 


minus 50 per cent or 60 per cent. hese are) calcu- 


lations, mathematical exercises, as Mr. Hure: said: 
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based on posted prices, spot tanker aces. Uso an 
LNGLCa. LON 

MR, PATTILLO: Let me put this question, 
Mr. Morrison, and if you do not want to answer, simply 
Say 0; 

If these companies that were producing in 
Alberta and had connected to your line were interested 
Solely in that operation and none other, then am I 
correct in suggesting that there would not have to be 
very much price differential from the present posted 
field prices, fomithenmn to. beable. te: bendn Strong com- 
petition with any oils in the San Francisco Bay area? 

MR, MORRISON: oan Francisco. is pretty mar- 
Binal right, now. Even Puget, Sound is marginal, but 
it.could, be; I do not quarrel.with you. 

bik. PAPDDLLO: SO tnat there are other fac- 
tors except price that enter into this picture when 
you find a substantial drop in shipments? 

MR. MORRISON: No. When it is posted price, 
yes; but that is not really "price" to these people. 

MR. PATTILLO: Well, ecbee US DUE atechas 
way: there are anes factors other than mere posted 
price that must be in the picture when you find then 
cutting back on your shipment? 

MR. MORRISON: You must keep in mind that 
Variation. in spot cargo rates has, in the past year 
and a half, varied by as much as three or four times 


almost. the value of the oil that is being transported, 
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say, from 03¢ to $6.00-and-somethine for oil in 
Western Europe, and Persian Gulf is $2.12, heavy oil 
Leer e eo Orerid! of] vate tohe wellhead in Alberta may be 
$2.50: :0r $2.60 ; 

MR oPATEILLO: What is the present vosted 


Gomestic toil in California? 


un) 


DYLCE nO 

MR. MORRISON: I saw a price for this 
four corners oil that is being shioped this month to 
California at $3.3), «1 think. That is a very high 
prices 

URC OOSteC Price OF the Vields: an the San— 
scachim Valley is probably down about $3.00. That is 
purely memory work. LL Gon'G: look at this. very often: 

Mie LAPT: LT Sapprecwace theca whiny 
Hurd, have you some other calculations that you 
think would be helpful? 

MR. HURD: i have similar aipures for oi] 
delivered to the Los Angeles area. 

Mn Pee Poo: Would.-you tell us about 
those? 

MR. HURD: They show roughly the same trend 
as oben Prancis¢eo, a little less favourable to Canadian 
O11, because of the slightly longer shipping haul from 
Canada and slightly shorter from Venezuela; roughly 
the same from the Middle East. I can give you the 
numbers, if you like. 

Mio FATT EOC: Yes. 


MR. HURD: Redwater is the same condition 
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as the numbers I gave you before, the delivered 
prices; on the basis of 100 ber cent Uva hie. wees 
faves and U.S. dollar parity, $3.4677. At U.S.C. 
minus 50 per cent end dollar parity, $3.3352. At 
U.S.M.C. minus 50 per cent but with the Canadian 


Gotten eae. vo s.03 U.S., $5,4081, the correspon- 


ding figures for Middle East crude are $4.4370, 


e9) 


3.3510 and the same number, $3..3310. The corresvon- 
ding figures for Venezuelan crude are $3.9497, 


$3.5524 and the same number again, $3.5524, 
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Miser ATT EEhO: “My. Hurd, those companies 
bringing in Venezuelan crude or Mid-East crude 
into California would be in most instances bringing 
it under long-term charters which would not have 
wnat reduction from the U.S. marine rate that a 
spov charter migho have? 

MR. MORRISON: I do not know how many 
companies are bringing in Venezuelan crude as a 
cecular mea cecr..~  Undoubredly, some of them are, 
The more recent deliveries, I think, have been 
from Sumatra. There has been a good deal of 
development there since the war. It is the same 
problem, of course, but the Pacific Northwest -- 
IT doubt very much that that has been a great 
factor 

MR. PATTILLO: Then you say in Exhibit 
7: This is at the refinery of Standard Oil 
Company of California at Richmond -- where is 
that in relation to Los Angeles or San Francisco? 

MR. MORRISON: It is San Francisco Bay; 
none of these refineries are at San Francisco; 
Standard No. 1 refinery right down the Bay across 
from Sausalita and up the Bay to Oleum; that is 
Union Oil. There is Martinez, Shell Oia ane 
further Avon, Tidewater Oil Company. TMHOpe Ase 
all om-San ih rencr sco "Bay < 

MR, PATTILLO: And when we are talking 
about San Francisco prices, that is San Francisco 


Bay? 


ud a beste) auf sieigtit | 


mes spieit ‘ntl be "aie 


Parise 5. Le ree rity ass 
Baden iia Sac eteHE shila at 
‘ 


2h 


| auen gon oteher doctete: cedures 


. Ms a 
hale setien: any cats at “ay a and moti nee ca 


ii 7 


7 


ANG hier Eseries ore 
UNG TBTSNSAtSy TE er b Toe Pie eae? 
r tea i aaah rat adem asf trae 


ay a Lik a ein Soe Weik fa gs) Oe ee 

POC! VBE Ue Se Rael are tee, Aceoee ort ah es? 
0. LRG WACS “sees. mcrl Gee) Vea tort 

Sy ae ae lage | i * ’ sa EE: les — fe 
RS ASTI eh! T9 fe SHG ~ SOGk8 Seen? “totems [ aveb 
SET S00" $00) 2egny 22:30 Mts {doug 
wees & Weot: Sah sane: 3 OM Sov aduob. e a, 
6OF 587 

‘Wien. leq ceatd Fa) SE tee =] 


art ate AMS. eho in Io. yeedaod 
; ees 


i 


Me e- OO. oft noitelon ab. eearld 
4 eae - x 
; pay wey 4 “ Ms toy ey eee Tk Se pe: ee 
; Css tiv Guat a fee batt Pa See Oy 4 we vi 
e aoe : 7 i 
‘ rT ee Sl tate ine” po -- f 
a he OS ee et es. Saoitt: Si. BOM 
; EES et pial lee Sey Pie 
) IWOD ae ae cet pees | Gon. ai PLB2EOG S 
ees ll atte aan A en eee han 
Co ipa aerate i red Rie Renae. oe 
rs peek 24 bee Pa a Se eit : - roe a 
S SP ERES | Re, 0 a m. a: Agia 


Tee BOBS ee es autsae BOWE: rota 


ya ee 1% ieee £5 i a 1 
ne | eee O86" bier 
Lh OW eee pant amare +f xe 6 
(ie een ‘ a, - 
¢ dt pene ‘sony Pay, oa one 
4 may 


Die 


> 


hirer 


375° 
ANGUS, STONEHOUSE & CO. LTD. S 
TORONTO, ONTARIO 


MR. MORRISON: Yes, inside the Golden 
wOLe, 

MR. PATTILLO: ' Which Exhibit shows your 
Liss of Directors? 

MR. MORRISON: The second, I think, 

Mig PAS LO, Mee aR. Db. Baker, who is 
President of Standard O11 Company of British 
Columbia Limited -- that is a wholly-owned subsid- 
lary of Standard Oil Company of Cosi Orn law Ss hat 
Pe iie? 

MR VMOBRISON: “That as rient. 

MR. PATTILLO: Have you ever asked Mr. 
Baker why his company is not Shipping any quan- 
tities of Canadian crude to the San Francisco Bay 
area? 

MA weMORRLSONs- sl hate to. teks secrets; 
they were the first one to cut-back and I do not 
think Mr. Baker knew at the time why. He was very 
SUPPRLSedeatathe first cancellation, 

MR. PATTILLO:. Did he, subsequently, make 
any inquiries and report to you? 

MR. MORRISON: He does not report to me, no. 

MRSSPATTITCLO: Dids he tell you? 

MR. MORRISON: I do not recall, frankly, 
whether I asked him a direct question or not. He 
used to tell me it was rather rude to ask direct 
quest tons ; 
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MR. PATTILLO: You know as a fact they 
have substantial holdings of oi1 in Alberta? 

i. MORRISON: That ies mbeht. 

MR. PATTILLO: You cannot give us any 
explanation as to why they cut-back? 

MR. TMORRESON: First of ail, they had 
high stocks during the period when we were still 
Sipping from British Columbia to San Francisco, 
We were also shipping as far as Los Angeles; 
Richfield was taking oil and the Puget Sound 
Refineries. I think when tne restrictions went 
on, chere Was omlvuerloat and a Lotsof that came 
intosGalifornias just who got it; where it went, 
Lototnot knowebutethe stocks overall. built: up..éo 
such an extent and so quickly they had to cut-back. 
They cut-back on deliveries. I know one company 
that has production in Canada,in the Middle East, 
Venezuela and Dutch East Indies had to cut way back 
and they are not taking in any foreign oil other 
than Canadian cilyput, I believe, they,are moving 
some of their own production from the south of 
California up to Puget Sound and I would guess it 


costs them more to do that than the posted price 


of Canadian oil but they have contracts for the 


use of Caltfornia oil, their own, production, That 
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1s something that is within the companies and, I 
Suppose, to those refineries Canada is a foreign 
COUntry. 

MR. PATTILLO: That is Shell you are 
talking about? 

MR. MORRISON: I would rather not men- 
tion names. 

MR. PATTILLO: If you know and can tell 
us, it would be very helpful. 

MR. MORRISON: I would prefer you to 
guess. 

MR. PATTILLO:. Who is Me. R..L. Bridges 
of Thelen, Marrin, Johnson & Bridgés: is that a 
law firm? 

MR. MORRISON: Yes, sir: he is an attorney 
in San Francisco. He does a great deal of the work 
for the Bechtel Corporation and was the original 
president of Trans Mountain. 

Mi PAETLLLO: Mew Dey. ne is Vice= 
Presigent of Riecheield O11. Corporation. Richeteta 
Oil has been a shipper over your lines, has it not? 

MR. MORRISON: Yes. 

MR, PATTILLO: How lone since 1¢ has done 
any shipping? 

MR. MORRISON: Following the enclosure of 
the Canal they reduced and then stopped. 

MR. PATTILLO: When did they stop? 


MR. MORRISON: I suppose around July, 
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Be Lo Silent all 3753 
August, mid-year 1957. 

MR. PATTILLO: What does Mr. Day say as 
a director or Trans onc otH abour Rrcntteraroris, 
of which he is Vice-President, having discon- 
tinued shipping over the facilities of Trans 
Mountain? 

MR. MORRISON: He says he cannot afford 
COP Dey vie price for the Canadian 011. 

Mie EAPTPDnO: Has Richf Téid Orr any 
holdings in Alberta or do they buy? 

MR. MORRISON: They have the one we are 
keeping our eye on; Kenai Peninsula, Alaska, Paes 6 
near Tidewater; a 900 barrel a day well and they 
may be another threat in the future. 

THE CHAIRMAN: Alaska, did you say? 

MR. MORRISON: The Kenai Peninsula, on 
the south shore. 

MR, PATTILLO: Have they any oil in 
Alberta or do they buy? 

MR. MORRISON: They do have, yes, but 
I do not know just where. They have not been a 
shipper-owner, as we call Imperial and Shell. 

MR. PATTILLO: They are not a shareholder? 

THE CHAIRMAN: A shipper-owner? 

MR.MORRISON: They are a shareholder but 
the shipper-owners have been the major companies, 
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have they been shipping into the States ovr simply 
2nvo Britisn Columbia? 

MR, MORRISON: They have been shipping 
to one of the refineries in British Columbia. Is 
that technically correct, Mr. Hurd? 

MR. HURD: Yes. 


MR. PATTILLO: And Imperial Oil shipping 


ae 


O 1ts Leranery ins British Columbia? 
MR. MORRISON: Correct, and Shell Oil 
and Standard. 

MR. PATTILLO: | And Shell has also been 
shipping to its refinery outside of Canada? 

Nk, MORRISON? “That i8-piehte  OXou lve 
aware that British-American will have a refinery 
tneOperation at the end of this year in B.C. 
and they will be shipping. 

MRE PAPPILLO: Whaat does’ Mr. Vale as 
Execuvave Vice-President of Shell O11 Company tell 
you as a Girector of Trans Mountain is the reason 
Lor’their cut-back? 

MR. MORRISON: Mr. Vale is a new addition 
to the Board and does not Know mucn yet about the 
Operavion Miike: nas Just attended one Board meeting 
and has listened more than done any talking. 

MR, PATTILLO: Me. Chairman, this mene 
be a good place to have a break for lunch. I am 
not certain whether I am going to ask any further 


questions or not and I would like to consider that 
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ao recess, if I-may. 

THE CHATRMAN: Your idea is just a ten 
minute break, is it? 

MR. HURD: Mr. Chairman, may I answer 
specitically the question that Dr, Britnell asked 
Caries 

THE CHAIRMAN: Certainly. 

MR. HURD: ‘The question as to the figure 
of 71,900,000 barrels of Canadian crude oil that 
have been exported, shown on page 18, that is from 
December 31, 1957; which does not include the ex- 
ports so rar. ii 1956" 

MR. COMMISSIONER BRITNELL: From when? 

MR. HURD: From the beginning of our 
Operacvion. 

MR, COMMISSIONER BRITNELL: But you did 
HOU woe, CepOrtsne Until arter the start or your 
operations. 

MRL HURD:” During: the Lourck quarter cz 
1954, 

MR. COMMISSIONER BRITNELL: That is when 
you started exporting? 

Mn. Hunp. Yes. 

MR, COMMISSIONER BRITNELL: Thank you, 


very much. 


---A short recess. 


THE CHAIRMAN: Gentlemen, the Commission 
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will now resume its hearing. Mr. Pattillo? 
MieecADDIILOs: Me..Morrisong: ii justchave 
Se sevemocercuesticns.d Pairst, of alls looking at 
EPxhibic 2, the, lastedirector.iseMr.. Wahn; (is: he 
secretary of the Company and is he a solicitor in 
Toronto? 
MR. MORRISON: No, Mr. McQuarrie is 
pecrevary; Neiis: justia director and, légadlycounsel, 
MR. PATTILLO: Legal counsel for Canada? 
Mie MORRISON Ss - Yes, and he did occupy that 
office in the formative stages; he was Secretary. 
DRaePaTT ito se Mey Morrison,..aou undouprediy 
haves seen.in the paper some talk about building a 
pipeline anto Montready and shipping oil and that 
that could be done if there was a reduction of ten 
cents in the wellhead price of oi11. That is one of 
the things that have been talked about. Having re- 
gare, Vosthe! dieures, that. Mc. Hurd mas given us as. to 
the comparative costs laid down in San Francisco and 
Los Angeles, what, in your opinion, would be the com- 
vehitivercitvaticon Gnothose areas df cherée«waeses 7e= 
duction in the wellhead price of oil of ten cents? 
MR. MORRISON: What would be -- excuse me? 
MR. PATTILLO: There has been talk about 
building a pipeline to Montreal and one of the things 
they have been talking about as making that market 
attractive to Canadian crude, is a reduction of ten 


cents of wellhead oil. If you had a reduction of 
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peace. ot ten cents,,. 1 am asking you what, in your 
opinion, that would do to your competitive position 
in San Francisco and in Los Angeles? 

MR. MORRISON: There was a reduction of 
seven cents just a short time ago and it did not 
ado anything and that is only three cents short of 
Perm Cent S.. 

MR LATTILLO: » That. did. not.have any 
efiect.at all? 

MR. MORRISON: Not yet. 

MR PATPILLO«. As I. understand it, the 
Way you operate, you merely ship -- take the busi- 
ness vhat is offered to you and do not go out 
looking for business? 

MR. MORRISON: That is right 

Wiis PATTILLO: ..Sonthat. you could have 4 
reduction of fifty cents,,and if thisrfollows, 
and you did not want to ship it would not do you 
any food? 

MR. MORRISON: It.is.a pretty nypatheti- 
Cal duestion....£ think.it.would.do us some good. 

MR. PATTILLO: If it went as high-as 
that? 

MR. MORRISON: A. reduction cok Hitcy 


eents in the delivered price .at Puget Sound or 


San Francisco. Bay, . believe would. 


MR. PATTILLO: Well, you could reduce 


your tarifé still further wy <neurer nickel 47 
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you had your line full anc still make money? 

MR. MORRISON: By "line full" you mean 
aelivering to capacity? 

MR. PATTILLO: Yes? 

MR. MORRISON: Yes. 

my. PATTILLO: Let me put this to you: 
what, in your opinion, would be the result if you 
Gidvremuce your tariffs, by a nickel and, at. the 
same; tame,the wellhead price for Alberta oil were 
requced Cem cenvs?< Do you think that. woulds result 
not having your shipping to capacity? 

MR. MORRISON: I would guess it would 
not give us capacity throughput; it might have 
some effect. We have had equivalent reductions 
wnen crude was nearly $3 and the dollar dropped 
3%. We had a fair reduction there. 

Ne tere oO That 16, am facts Speur 
what you did when you made your 5% reduction and 
at the same time the collar dropped 3¢? 

MR. MORRISON: Yes; the dollar did not 
erop just af quickly as the tarifr. 

MR. PATTILEO: In your brief on page ie 
you refer to the fact that your American suosidiary 
is under the jurisdiction of the Interstate Commerce 
Commission and that it reculates your tariff. To 
what extent does it regulate it beyond merely re- 
Quirine you “co frie? 


MR. MORRISON: It approved. 
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MR, PATTILLO: Was that an unopposed 
application? 

MR. MORRISON: I believe so. 

MR. McQUARRIE: Yes, it was unopposed. 
The I.C.C. have made one or two wording changes 
111000 coerity , 

MR. PATTILLO: Do they have a formula 
WOLCD wiey TeQuire you to lollow in Tixing your 
gat eae i rs 

MR. McQUARRIE: Not that they have 
aovised us of. 

MR. PATTILLO: Would it be possibile 
to have a tariff over an oil pipeline which would 
be Similar to the tariffs charged by tankers; 
that is, your tariffs would be shifted day to day 


and for each shipment? 
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MR, MORRISON: Well, for one thing, the 
pipelines do not have the same freedom that the 
shipping companies have; they can fix a rate anytime. 
I don't know much about the shipping business, but to 
change a tariff you have to go through certain motions, 
fice ryour es vari in advance and soon, 

MA. PR leLLOY That 2s all ryou Have: to: do 
in Canada, isn't it? Nobody inquires into the adequacy 
ornvanadequacy of It or-the fairness of At, 

MR. MORRISON: Not at present. We haven't 
been declared a common carrier. 

MR fat ELOy Bub you are not,.~um fect; 
and never have been since you have operated. 

MR. MORRISON: I think because of the way 
we have conducted ourselves, we have not required 
a declaration. 

MR, PATTILLO: Would it be possible to have 
your tariff set up whereby shippers could ship certain 
quantities this week at a certain price and next 
week they would be shipped at another price and 
those prices would vary depending upon tankers rates 
varying? 

MR, MORRISON: I don't think it would. 

IT have never given any sufficient thought to it. I 
don't think it would be a feasible thing at all. 

MR, TAYLOR: In the States we have to give 
30 days' notice. That is one technical bar. 


MR. PATTILLO: The States don't affect any 
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Dart of your linesexcept that part.din the States, 

MR. MORRISON: Which is 50%. It has been 
more and it has been less than 50% of the business. 

MR. PATTILLO: I am not talking about the 
business. So far as the tariff is concerned, United 
States authorities only deal with that part of the 
line which is in the United States. 

MR. MORRISON: Yes, 

MR. TAYLOR: The tariff, is a through 
tariff to the destination, in the State of Washington. 
In other words, we don't have a tariff to the 
border and another tariff from the border to the 
south. 

MR, PATTILLO: But you could have where that 
would only deal with that part of the tariff which 
related - - 

MR. MORRISON: Yes. I believe Interprovincial 
have. 

MR, PATTILLO: What about these Japanese 
shipments you made in 1956? Is there any possibility 
of there being a market there for Canadian crude? 

R. MORRISON: Not under existing circum- 
stances. 

MR, PATTILLO: What are the existing 
circumstances? 

MR. MORRISON: Cost. They can get it 
cheaper from elsewhere. 


MR. PATTILLO: From Sumatra? 
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MR. MORRISON: Yes, Sumatra, Persian Gulf. 

MR. PATTILLO: Those are all the questions 
i Jhave, Mr Chairman, 

THE CHAIRMAN: Thank you, Mr, Pattillo. 

Mr. Morrison, this question of capital 
structure of the control of pipeline corporations 
and the questioning that Mr, Pattillo was pursuing 
toward that end are directly -- well, they constitute 
a direct reference to this Commission, and that is 
what we are trying to get at in order to know the 
facts in connection with Trans Mountain. Have you 
got a copy there of Trans Mountain's last annual 
report? There are outstanding 1,504,528 shares; 
is that correct? 

MR, MORRISON: Yes. 

THE CHAIRMAN: That is subject to the 
possibility of increase through stock purchases, 
through stock options. 

MR. MORRISON: Yes. That is subject to 
correction. 

THE CHAIRMAN: .Let us take the figure 
of 1,500,000 shares outstanding. That is the 
equity capital of Trans Mountain, you have explained 
in the brief how that was brought up, and your idea 
was to finance thecompany by approximately $15 million 
of equity and $65 million of debt. 

MR. MORRISON: Yes, that is the original. 


THE CHAIRMAN: And to put more in 
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you increased the debt, 

MR. MORRISON: ’ Yes, 

THE CHAIRMAN: What is the proportion of 
the capital represented by debt and represented by 
equity? 

MR. MORRISON: I think the Treasurer has 
those figures. 

MR. TAYLOR: Well, as close ag may be, 
there is $27 million of equity and $97 million of debt. 
That is including retained earnings, 

THE CHAIRMAN: Let us keep it to the capi- 
tal structure. 

MR. TAYLOR: That would be roughly 15% 
still. We have 14.9 of equity and $97 million of 
debt, roughly 15%. 

THE CHAIRMAN: And of that debt which of 
those issues were marketed in Canada? 

MR. TAYLOR: The series A and the series D. 
The original series A was 30 million, and series D 
was sold last year at 15 million. There was 
originally 45 million of Canadian pay issue. 

THE CHAIRMAN: The United States pay bonds 
were sold primarily in the United States? 

MR, TAYLOR: Yes, that is right. 

THE CHAIRMAN: Your main underwriters, 
Syndicates,would have been American investment firms 
for your United States pay bonds. 


MR STAY LOR? Yes. 
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THE CHAIRMAN: And Canadian investment firms 
for your 45 million of Canadian pay bonds? 

MR. TAYLOR: Yes, 

THE CHAIRMAN: Do you know to what extent 
Canadians took up those two issues of 30 million of 
series A and 15 million of series D in Canadian pay 
bonds? 

MR. TAYLOR: Yes, Incidentally, all these 
issues were vrivate placements, there was no zeneral 
issue in small pieces. It was all sold to institu- 
tions on the original series A. TI think there were 
two American insurance companies who are not licensed 
to do business in Canada, and perhaps they should be 
considered non-resident. The other insurance companies 
were doing business in Canada, and I think you could 
fairly call that a Canadian sale. So with the excep- 
tion of perhaps 2 million of the series Ay Lf -think 
you could fairly say they were all sold in Canada. 

THE CHAIRMAN: With the exception of 
oui Litton. 

MR, TAYLOR: Yes; perhaps’ 2 miliion: 

THE CHAIRMAN: And on series D? 

MR. TAYLOR: Series D is the same thing. 

I think series D you could really say was all sold 
in Canada, either bona fide Canadian residents to 
American insurance companies doing business in Canada. 

THE CHAIRMAN: And series B and series C 


and series E in United States funds were sold likewise 
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to institutions in the United States. 

MR TAYLORS Yes. In series B and C we 
had only two purchasers and about 34 million were 
to the American position, Sun Life, 

THE CHAIRMAN ; So the Sun Life through 
the United States office purchased - - 

MR. TAYLOR: A little better than 3 mil- 
lion in series B and C, and one other, the Prudential, 
took the rest. 

THE CHAIRMAN: So individual investors in 
Canada didn't have an opportunity to purchase any 
of the Tunded debt; is that correct? I am not 
suggesting that is wrong, I am just getting the 
picture. 

MR. TAYLOR: No, that is right. There was 
no general debt issue. 

THE CHAIRMAN: The same thing applied to 
the United States issue on your funded debt, the 
United States pay. 

MR. TAYLORS Yes’. 

THE CHAIRMAN: You have explained in the 
brief of the offering of 450,000, I think my recol- 
lection is, of equity in Canada; is that correct? 

PRG AYLOR:, “Yess 

THE CHAIRMAN: And you did the vest you 
could with your underwriters to ensure that Canadians 
had an opportunity to invest. Have you any idea 


what the proportion was at the time? I mean, you have 
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given us a tabulation of the Canadian resident share- 
holders according to the public register, but at 

the time of the issuance of the 450,000 shares, 
ostensibly to Canadians, did you receive any report 
or did you investigate at all with your underwriters 
in Canada as to what their sales slips would show as 
to where those shares went? 

MA~,LAYLOR: »My «recollection is, and I had 
the list before me at the time in 1952, that well 
over 90% had Canadian addresses. 

THE CHAIRMAN: Well, then, would you be 
good enough to tell the Commission where the control, 
the voting control of Trans Mountain Pipe Lines now 
lies? 

MR. TAYLOR: I wonder if you would refer 
to the bottom of the righthand side of Exhibit 5. 

THE CHAIRMAN: I know if you take the four 
130,000 lots, thatreives you 520,000. 

MR. TAYLOR: I think the answer, Mr. Chairman, 
isthat there is no -- the voting control doesn't lie 
anywhere specifically. The 881,000 shares held by 
all other shareholders control it. 

THE CHAIRMAN: 881,000, you say. 

MR. TAYLOR: Well, at the bottom of Exhibit 5 
on the righthand side. I have a short summary there, 
I showed the major oil companies at the present time 


holding 570,000 shares, other oil companies holding 


———| 53,000, all other shareholders 881,903. 
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THE CHAIRMAN: Well, in reality control 
lies with certain of the oil companies as with the 
shareholders who are the sanitieney agreement guaran- 
tors. 

MR. TAYLOR: Yes, if the other shareholders 
don't gang up and vote against them. 

THE CHAIRMAN: Yes. It isn't a 50% control 
necessarily but it is roughly 332. 

MR. MORRISON: We had slightly over a mil- 
lion proxies at the last annual meeting. 

THE CHAIRMAN: Well, with a million proxies 
it was over 50% COnero., LTrom the point Of view of 
the proxies that came into the meeting. 

MR. MORRISON: Yes. 

THE CHAIRMAN: Well now, has any foreign 
oil come into the western part of Canada and British 
Columbia in recent years? 

MR, MORRISON: When you say "foreign oil" 
do you mean crude oil? 

THE CHAIRMAN: Yes. 

MR. MORRISON: There has been a certain amount 
of product shipment, but I don't believe there has 
been any crude oil. The refineries all run 100% 
Canadian crude. There might be a small amount of 
blending stock for, say, an asphalt base which 
didn't match the properties of the residue. There 


would be a very, very small amount. 
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THE CHAIRMAN: But some products do come 
Ot 

MR. MORRISON: A certain amount. I think 
fuel oi11 -- in some of the long-term contracts the 
oil companies have fuel oil. 

MR. HURD: Yes, the numbers are very small 
now, 

MR MORRISON: Actually we made an examina- 
tion of that as best we could a few weeks ago, and 
it looked like something like 14,000 barrels a day 
would be the total that has come into British Columbia, 
a 195/.) ween't.i0? 

THE CHAIRMAN: Of crude? 

MR. MORRISON: No, of everything. There would 
be no crude. 

THE CHAIRMAN: Have you and the management 
of Trans Mountain Oil Pipe Lines had any concern 
that crude oil might come, or products, into the 
Western Coast of British Columbia? 

MR. MORRISON: Not to date. 

THE CHAIRMAN: Can you foresee that such 
a thing could happen? 

MR, MORRISON: Well, I don't see how shipping 
companies can run indefinitely at a loss, and some 
of the rates that have been paid I believe are below 
operating costs. They are probably losing money. 

THE CHAIRMAN: You are speaking of tankers? 

MR. MORRISON: Of tankers, yes. That is the 


only way crude oil can come into British Columbia at 
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the present time. 


THE CHAIRMAN: And some of the so-called 
integrated oil companies have their own fleets of 
tankers, do they not? 

MR. MORRISON: Yes, 

THE CHAIRMAN: And no one has any knowledge 
of what the cost of operation of those tankers is? 

MR. MORRISON: Well, normal shipping costs. 

THE CHAIRMAN: Yes, but I mean in depre- 
clation and all the rest of it and what they cost when 
built. We have -noridea of that’ ab-alk, 

MR. MORRISON: The shipping position will 
undoubtedly right itself to some degree. A great many 
of the ships remained carrying cargoes in the hope 
that rates would improve and taking a loss, because 
tatakesPaycertain amount of money to lay out. a ship. 


a) 


I have heard recently -- there may have been other 


we 


cases, too -- of one ship that has come off 


4 


the ways, 
aeHe@s005 Conners (went right dnto mothbalid. and never 
Carrie Suberre], so that is an indication of the 
Shipping position at the oresent time. 

THE CHAIRMAN: Have you, as management of 
Trans Mountain Oil Pive Line, ever given considera- 
tion to the question as to whether or not it would 
be advisable or necessary, in the interests of your 
organization, to have an import duty on oil in Canada? 
Have you never given that consiceration? 

MR. MORRISON: Well, we have never done 


anything about it. 
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THE CHAIRMAN: Buc can you help us, give 


Me your tainking on that? 


MR. MORRISON: If you are speaking of the 


West Coast, it would probably do us more harm chan 


good. 

THE CHAIRMAN: Why so? 

MR. MORRISON: Because I think that we can 
hold our own in British Columbia. I do not think we 


have had any calculations to show otherwise, and that 
would take shipping costs well below cost level. 

THE CHATRMAN: But those things happen, do 
they not, Mr. Morrison? 

Vo, MORRISON “Le don't know: not: that se] 

THE CHAIRMAN: Well, 16s me put it in another 
way; \if you were given an opportunity to have an im- 
port duty imposed on the importation of oil into the 
western coast of British Columbia, would you, as an 
organization, say, "No, we wouldn't want it, for now 
or the future"? 

MR. MORRISON: I think so. I think there is 
sufficient oil in Canada to supply Canadian needs and 
I do not see why we should put the cost of products 
to the consumer up. 

THE CHAIRMAN: I am not suggesting there 
is not sufficient oil in Canada for Canadian needs, 
but I am suggesting that oil might come from other 
parts of the world comvetitive with Canadian oil into 


the western coast of British Columbia. 
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MR. MORRISON: I would certainly like to 
give 10 more thought before making a statement on 
the matter. That is just my impression now. It has 
not been a problem so far as our operations are con- 
cerned and I have not discussed the matter at any 
length. 

THE CHAIRMAN: All right. Has the American 
import duty been a problem insofar as your operations 
ere ‘concermed? 

MR. MORRISON: To the extent of the 10¢, yes. 

THE CHAIRMAN: Does that 10¢ vary at all? 
Wouldmyoutellous ‘the! nature of that duty?" It as 
On ers ee nOt? 

Cie nua: LG was, 2l¢ until just aboue wine 
time we started to make our first delivery and at that 
Lame was cut tol1O 1/2é¢. [ think 1¢ was 1953 or 
1954, and it has not varied from the 10 Wed, 

MR. MORRISON: Are you sure of that? 

NMA. HOURD: Well, I have a pretty good recol- 
HEC TLON . 

MR. TAYLOR: I may be wrong in my time, but 
I think there was a time when it was cut from 21¢ --- 

THE CHAIRMAN: Well, does that duty vary 
Srom 200i ee wo 5 1/2? 

MR. HURD: 10 1/é¢ or 5 1/4¢, depending on 
the gravity of the oi1. There is a bréak point above 
which gravity -- that is, towards the lighter crude 


it is 10 1/2¢, and heavier crude is half of that or 
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5 1/4¢. 

THE CHAIRMAN: I assumed, from the discus- 
Sion this morning, that all of the oil that Trans 
Mountain ships for export is of the dénsity that re= 
quires a duty of 10 1/2¢. 

MR. HURD: That is correct. 

THE CHAIRMAN: SO that you get the heavy 
auty. 

Well, I think the thing to do is to adjourn, 
gentlemen, for luncheon, and we will resume here at 
2.00 o'clock, and we only have the room until See le 


---Whereupon the hearing adjourned at 12.25 Paton 
Muu. 00) 0. 
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---On Tesutiingvate2!.00° pum. 


THE CHAIRMAN: Gentlemen, the Commission 


will resume its hearing. 

Mr. Morrison, before luncheon we were speak- 
ing about markets and that sort of thing. The Commis- 
Sion has heard a great deal about there being a lack 
of market for Canadian oil and THERE Ines testimony 
this morning before us, you and your colleagues gave 
certain information to us. 

I suppose Trans Mountain does not consider 
itself an organization to promote the export of oil 
touCanada; is. thaturicght? 

DRSSMORRISON<see it tera Straight transporta- 
tion company. 

THE CHAIRMAN: And if you were declared 
to be a common carrier, would that affect your posi- 
tion? 

MR. MORRISON: No, Dears 

THE CHAIRMAN: For what reason? 

MR. MORRISON: It simply means that you would 
carry oil for anyone that requested it. 

THE CHAIRMAN: Suppose an independent pro- 
ducer in Canada so requested you, what would happen, 


from your point? 


MR. MORRISON: It is a question we discussed 


at considerable length and I do not know that there is 


any Simple, straightforward answer to it. 
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PMS tSxOOrt Of oll Ws regulated and we have 
not been declared a common carrier. If we were and if 
we were offered more oil than we could carry, ‘then, 
as a common carrier, presumably we would have to 
divide that up proportionately and take a proportion 
of each shipper's oil. There are a number of things, 
regulators, that are built in, this business of not 
being able to get a licence to export oil beyond the 
carrying capacity of the system, I believe -- that 
has never come un, but I think that would aDDLY. se 
gnere is a Sort of built-in regulation in that way. 


THE CHAIRMAN: In other words, then, when 


VeUsarernou carrying ‘oll te the capacity of your system, 


Cherewe vit 1s lots of room left in the licences for 
export for you to carry oil, is that not correct? 

MR. MORRISON: Yes. 

THE CHAIRMAN: So if any shipper-owner, as 
I think you described them this morning, were to 
Lender you ‘sufficient O21 to take the capacity of the 
pipeline, would you be able to take oil tendered to 
you by an independent producer? 

MR. MORRISON: That has not come up, but I 
Was Worried, during the Suez crisis, about the posi- 
tion we might be in if we were tendered oil to a 
greater degree than we could transport, whether or 
not we would have to pro rate everyone and, in doing 
SO, whether we might have to curtail the throughputs 


of the Canadian refineries. 


ANGUS, STONEHOUSE & CO. LTD. 
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Now, I Chink you can see that that might 
pose a2 political problem. If, due to being a common 
Cartier. We Nac To reduce or not supply surfice enc 
Ol Tor the Canadian refineries, I think there might 
Devan ouvcry. Now, that is’ a hypothetical sort or 

nine. 

HE CHATRMAN: I do not think it is a hypo- 
pievicalssoru.of thing. 1 think it is | very recur. 
cal situation, myself, and the duty of the common 
Cetrlerm evo prOvVade Che Tacitlivgies, Le chau eien. 

Mi. 4IORRLOON? “Pardon, sar? 

THE CHAIRMAN: The duty of a common carrier 
would be; under Such ciréeumstances, to provide tne 
Paci livies? 

MR... MORRISON: Yes, but it takes consider- 
abkeivime to provide facilities for greater quanti-= 
Gies than you can carry with present equipment. 

THE CHALTRMAN : Ls 10 an Untair Bueesest ion 
to say that the company, the transmitting company, is 
really an agent for the integrated oi1 companies who 
have refineries at the other end? 

MR. MORRISON: No, sir. We would carry any- 
body's oil, as long as we have the capacity to do so. 

THE CHAIRMAN: In reality, that means 
nothing --- 

MR. MORRISON: That is where that export 


licence comes in. First of all, there is control at 


[eors|| the source, and I do not believe that the Alberta 
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Government, their Conservation Board, would permit 
more Oil to be tendered than could be transported. 
Now, Ll am not on the Board, but L would think thas 
would be the situation; so that there is not likely 
to be a case of that sort arise. There are two or 
three things that would mitigate against it. 

THE CHAIRMAN: What would they be? 

MR. MORRISON: Well, this business --.you 
see, we know that we have got capacity for oil, the 
Canadian requirements on the West Coast and everything 
siseiwill be exported, so I think we would only get2 
hicence “COmexport the memainder of outs capacity, 
quanceivLtes < 

THE CHALRMAN: Yes, but your «Line -Ls not 
running sGo capacity sand, vheréfore, thererte love yor 
marcimiinethe export licence, is there not; so-if an 
independent were to tender you oil at Edmonton to 
earry through at the other end of your line, would you 
take it? 

MR. MORRISON: We would take it if he had a 
place to put it. He would have to arrange to have 
someone take it from us. 

THE CHAIRMAN: That is right, so that in 
reality, unless the shipper has a refinery at the 
other end of the line, he is not a shipper on your 
Beane? 

MR. MORRISON: Well, if he. can take it at 


the terminal and export it, sell it on the open market 
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Somewhere else, that would be perfectly all right. 

THE CHAIRMAN: Has that occurred? 

MR. MORRISON: No, i thank that lio the 
oil that was shipped was ordered from the source. 

MR. HURD: Possibly one of the things you 
mean, MreeChairman, ve such as* these: wo cargoes that 
went, one to Japan and one to France. Ley TORO snob a6 
toa Local refinery of shippers, but they were sent 
through our line with a designated destination. 

THE CHAIRMAN: But shipped by shipper- 
owners? 

MR. HURD: That does not necessarily have to 
be but, in this case, yes. 

THE CHAIRMAN: Has Trans Mountain ever ship- 
ped any oil other than to a shipper, tendered to it 
by a shipper-owner? 

MR. HURDiw Yes, we are doing it now. ‘General 
Petroleum is not a shipper-owner and that was a ship- 
PEP “in Your «Line: 

MR. MORRISON: Neither is Tidewater. 

THE CHAIRMAN: But they have a refinery at 
the other end? 

MR. MORRISON: Well, they have a refinery 
in California, but the people in Japan wanted the oil 
and had refineries. Of course, it is bound to be the 
case, because crude oil is a raw material; it is not 
a finished product. “The big difference is between 


gas and crude. 


- i 
ee 


Stes 
a oe P| =e Sa, ih 
_séyog ay) soe) Sereno eaW eerie 
ne ee G Nek: HS hi ene a te AIO H, 2AM , i: 
dee) eacuses cod poeta: Sn ove: 6h ee Eee. a, eee 
ye 
ce pike ak oe + |. Oe Oy Ome OS: BIG Te OF BHO. % drew 
SESS. oa ROS dae, ees ae Mie Ne Tes... -heoht: BOD 
. ORs: SD Begg l eo bw. antt sao iatguodd 
yeeane wu: Legg ide ye) «7 WAMETAR Deer 
j hah : i ip 
sfecenwo fal 
ta i ayae igs ie Vs Red 2 ees ; 4 ny Be 5 HD y oe ts tT q (THOR me i ' 
| | 
oy, geese: Shy at) peed ed oe 
1] 
3) Sas EN SRT ele | ee 7 ie 
hee acts ofge mo toa ak te } 1g evtt oO Bt B- -O Oe SB =. béa Aue “4 
be ae , 
Tirole iin a Ed | 
# | i 
ee - Pare th ow . oot -ORY AV 
= G a pores fh aPere ee yy er 8 TOR e nveLorsed i 
te 
CLL. so ib eg , 
“avenabiT al-ateritiew «Ape PAAOM SAM 1 
\ 
ot a a eee hea i Bi MARRS ARO SHI ; 


» Ae Rees sconce odin 


I Sl hee nae atte Toh eaCeeeRACN Ac 
' 


7 
a 


r Lv a 
ns J J 
y 


oe 


Mila aia 


’ 


9 


1 Wenenenne ce nit “area 


,o 


.. hoe tedtio SA 
coms lew UeRERATON aM - 
iS aeaRew re eG st Sigosy esi? and eeeIoTELSo re 
) srtvge ea ts . SERWDO Bs, : ela see bene “Devt. Be: 

4 : Bt | 


‘ 


St (180297 SH WEE 6, 24 E20 -ShlI9. ait ae 4 


F gle £ ene 


< 

% : 
= 
i 


5 
ANGUS, STONEHOUSE & CO. LTD. Bho 
TORONTO, ONTARIO 


f) 


THE CHALTRMAN: What I am trying to get ai 
is that presumably, it is common knowledge, I think, 


that there is a great outcry in Canada for export of 


Foe, 


oil ana against the lack of market for Gite eee 
obviously in the interests of Trans Mountain Oil Pipe 
Line shareholders that their Pipeline should perma bed 
and that oil should go through its line to the fullest 
POomIvie extent for export, having filled the Canadian 
Market, Le" thatoriene? 

Mice MOMNGOON? “Right. 

THE CHATRMAN: I am wondering what you might 
be able to suggest as to a condition that might be 
considered by way of recommending 2s to what stevs 
might be taken to increase the market for Canadian 
ONL 

MR. MORRISON: Just at the present time 

there is a world surplus of oil, so we have to INGeC 
that oil into some area that would be rather unecon- 
omic, and I just do not know how you can do that. 
It) = this Ds-nee- an tdea of my owns, T have haa 4 
Suggestion made that possibly arrangements could be 
meade with the United States that before they start 
placing any quotas on Canadian export oLl, they 
deduct the importations, and we would have that 
amount of oil going out and then the quota would 
come on Thats, 

Now, as I say, that is not an original 


idea and I do not. know that I have the right to 
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propound it; but there is a possibility for a cer- 
tain amount of negotiation there. 

MR. PATTILLO: © Mr. Morrison, when you say 
they, put a quota on Canadian oil, that is not Correa, 
is it? They put a quota on imports; they do not put 
ar quova OngCanadtianioil. “if the Canadian oi} aac 
priced right, it could capture the whole of the import 
quota market. 

MR. MORRISON: Yes. I am speaking rather 


1OCee Ly, Mya tevraro. L'iesorny. 


By 


THE CHAIRMAN: Well, I was going to come to 


o) 


that. We spoke about Redwater oil this morning, the 


wellhead price, ‘as I understand it, recently being 
$2.56 a barrel, so if that price were reduced and a 
certain amount knocked off the transmission costs, 
Cha Gi roide would ibe competitive in the other end of 
your line, wouldwictynot? 

MR. MORRISON: Well, it is competitive now 
at the other end of the line, but it is not competi- 
Give beyond that. That. is, the additional water 
transportation cost is enough to make it uncompeti- 
tive. 

THE CHAIRMAN: Well, it really gets back 
to a price at the wellhead, doesn't it? 

MR. MORRISON: Plus duty. 

THE CHAIRMAN: Plus transportation costs. 


MR. MORISSON: We could not reduce our 


transportation costs at the present throughput right 
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now. We woulc be losing money. 

THE CHAIRMAN: If the Canadian oil producer 
tendered you oil and sold it at $2.00 a barrel at 
the wellhead, his trouble is that he has got no market 
ao ule “Ovher enc of the line, isn't ite 

MR. MORRISON: He does not. tender Go ws lee 
62 00, ECCS .US). 4 BOSted price and that is supposed 


to be the same for oil going east or west or any other 
way. 

THE CHAIRMAN: Based on Sarnia? 

MR. MORRISON: It is a world-wide affair now. 
imere are outiets on both coasts, and the price levels 
Ups enleac nowiav is Sarnia and, I> think, Tllinote 
eruce.. 

THE CHATRMAN: is there anything that you 
can suggest that this Commission might recommend which, 


if it were implemented, would facilitate the export 


Ol OLuL? 
MR. MORRISON: I don't know how you can up- 
set the overall economics. That is what you are up 


against, readly,,basieally. .- do nov know how == ot 
wouldn't, at Chis stage, want. to discuss, artifiesma! 


means or anything of that sort. 
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THE CHAIRMAN: Well, wait now, Mr. Morrison: 
artificial means, the whole thing is artificial, The 
whole reason is, surely, the desire to keep up the 
DEL ce Or O1l, te at not? 

MR. MORRISON: It comes under the heading 
of commodities in existence: there is keen competi- 
tion in the oil business as in other industries , 

THE CHAIRMAN: I will accept your opinion 
on that but I am not convinced, 

MA.» MORRISON? I am not-an SUUHNOL Loy. 
have never been in the MavKkevinevend Of an co. Picomems 
pany. I have spent many years in an oil company but 
ail iy manutacturine . 

THE CHATRMAN: I understand, but I was wonder- 


: 


ing whether you could help us because it ig part of 
Our Uirec. responsibility. 

MR. MORRISON: In my position I would not 
expect to come up with any too bright ideas on some- 
body else's specialty. I just have not the knowledge 
or wherewithal or private information. 

THE CHAIRMAN: YaG LS sai CLE see ie 
thought as a company engaged in this business, pos- 
Sibly you had given it your consideration. 

MR. MORRISON: I know they have done their 
best to try to move Canadian oil even to the extent 
of considering exchanges, but nothing has developed 


from it. If we could ship oil from Vancouver to San 


Francisco and have an oil company ship from Los Angeles 
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around the coast by exchange, Something of that 
Sort -- there are possibilities but they are not 
good enough to make any difference. 

THE CHAIRMAN: Let us change the subject 
for a moment. Can you tell the Commission from the 
figures which you or your colleagues may have there: 
what was the per mile construction of your pipeline? 

MR, MORRISON: Our chief engineer, Mr. 
Bailey, will answer that. 

MR. BAILEY: The average per mile cost of 
construction of the pipeline only, the pipeline was 
jJaid in 1952 and 1953 which has a bearing on the price, 
was $102,000 per mile. 

MR. PATTILLO: What was it, Mr. Bailey, 
when you built those two extensions last year, the 
two small extensions; what was that cost? 

MR BALLEY<s. Perhaps I showld have added the 
size of the original line was 24 inches, and the size 
of the section we built last year, the size of the 
pipe was 30 inches. Although there was a difference 
in the cost from the eastern to the western end, it 
averaged about $190,000 per mile. I am only answering 
as to pipeline and I am not dealing with the cost 
of pumping Astations . 

THE CHATRMAN: Let us try to get an over- 
all»spieture:. 1 had intended to.include.the«ifaciia- 
ties with the pipeline because the pipeline is no 
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Hale Ofepipelinesto CPaNnsSport out y-u 0? 


MR. BAILEY: In round figures the pro- 
gramme last year, which covered 102 miles of 30-inch 
pipeline with the facilities was $25 million, which 
is $250,000 per mile of line. 
THE CHAIRMAN: And the prior one, the 
original line? 
MR. 


MORRISON: Lt de not 4 fair comparison. 


Mine ZAYLOR: If you"could gay°we nad 71s 
miles of line that cost us at the outside $93 million, 
which works out to about $130,000 a mile, 

THE CHAIRMAN: That would include facilities? 
MR. TAYLOR: Including facilities, houses 
and ,everything. 

THE CHAIRMAN: 


After making allowances for 


the difference in the diameter of the pipe, as the 
cost increased to that extent? 

MR. MORRISON: In order to do that, there 
were 102 miles of the 30-inch pive, but in the 24- 
inch pipe there were several stations to push that 
wp. So, taking all of that cost on the 30-inch 
pipe Ws not, fair as the cost per mile. 
MR» BALLEY: The actual ‘eest of the pipes 
was about $130,000 and the stations are over the 
Whole line, but the increase “in cost of smateriais 
on the pipeline has been very great, averaging about 
7 1/2 per cent per year since 1953. 


THE CHAIRMAN: Would you consider it a 
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fair figure fora, 30-inch pipeline, just taking a 
rough yardstick, to be around $225,000 per mile 
average? 

Hire AdsuHy i Lo Woudd) sane thah) ase faar 
figure for Trans Mountain but a very high figure for 
other pipelines. 

THE CHATRMAN: Is that because of the ter- 
Pain? 

MR. BAILEY: Because of the terrain. 

THE CHAIRMAN: As a matter of interest, what 
do»you consider to be the life of a line? 

MR. BADLEYs Protected. as our, lines ie. we 
would expect the line to last between 30 and 40 years, 
and, perhaps, longer without. corrosion. and mitigation 
of equipment that we have--perhaps 15 years. 

MR. PATTILLO: is, ite nov generally expec- 
TecpuLn syne O11 pipeline business that.a, line, that. is 
treated like yours and has the protection against cor- 
Boson was) yours hes, has a diffe of at. Least 50 wears? 

MR. BAILEY: Lh certacniy als. 2 nope 

MR .wMORRISON: att wid cum Tor 50 searespy 
maintaining it piecemeal. 

MR. PATTILLO: You are maintaining your 
fed eee 

MR. MORRISON: Unless the pumps become obso- 
Lette. 

MR SBARTDRY ob sweee Nopess 1h, as one ea 


perience that a large inch pipeline does not extend 
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over that time but we certainly hope that ours will 
last 40 years. 

THE CHAIRMAN: There are those that have 
expressed the view with this cathode business it 
would last a hundred years, but as yet there is no 
ex.perlence , 

Mh. MORRISON: Lt "isa, hope; 

THE CHATRMAN: Once. Che “line is ietdee. 
know you discussed cost this morning, actually your 
maintenance is a very small proportion of your overall 
costs. 

MR. MORRISON: It has been very high recent- 
ly with slides and there are other factors that come 
fo WLU, an expanding Province ‘like British Columbia 
They are building highways this year and we had to 
MOVE several miles ot pipeline Tor’ the construction 
of the highway. We had to move from the side of a moun- 
tain; we had to move about 3 miles down into the 
Vorsey ano Ulau imeLuded 2 river: crosaing, finvonat 
is maintenance -- it is maintenance insofar as “being 
ADLe GO CONtINUe Go Operave tae Line: 

HR, PATTILLO: Ac whose expense was caer 
done when you were first there? 

MR. MORRISON: It is divided. 

MR. BAILEY: On a sliding mountain the 
expense is ours. 
Mie PATE EEO I understand on a sliding 


mountain, but on a highway where you are the senior 
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Ud 
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Or 


concern, am I not correct in thinking the greater 
part of the cost is imposed on the junior? 

MR. MORRISON: We have Some bills pending 
that are not paid; we do not know for sure. 

HS BALI Y In certain cases we have a 
right of occupation on the highway but not on ease- 
ment, and then we have to carry the total cost in 
such an area ourselves. Where we cross a highway 
directly and the highway moves onto land on which we 
have rights, then we are protected, 

Mh. “BAYLOR: Could 7 .come: back to the Chair-— 
man's question of the maintenance cost being low? 

THE CHAIRMAN: Certainly. 

MR. TAYLOR: Really, what we are maintaining 
is the right-of-way and not the pipe. 

THE CHATRMAN: I understand. 

MR. TAYLOR So the cost of maintenance is 
really high; we have to have stand-by people and 
equipment plus any work that has to be done. 

THE CHAIRMAN: What would be your average 
per annum jper mile. maintenance cost on your rieht-—of- 
way? 

MR. BATLEY: Atv present we are pudseting 
On a basis. this year that it will cost about $700 
per mile. for maintenance. 

MR. MORRISON: Mr. Chairman, could Mr. 
McQuarrie add to Mr. Pattillo's last question? 


THE CHAIRMAN: It takes a lawyer to answer 
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a lawyer. 

MR. McQUARRIE: The voint we want to make 
is that when our line first went through we inquired, 
among other things, as to easements from the Crown. 
With the construction of the 152 miles in 1957, we 
needed additional easements and the new easements 
that we now received from the Province of British 
Columbia by way of Order in Council are different in 
terms than the original which required us to move at 
our own expense. 

MR. MORRISON: So it does not become a 
matter of who was there first. 

Mi PPA LO: When you got your easements 
fromthe Crown, did you have to pay anything for 
them by way of compensation? 

MR. McQUARRIE: Yes: 

Mi. SPATTER: Anything like you have to 
pay when dealing with private individuals? 

MR. McQUARRIE: We paid on the original line 
50¢ a rod for an easement on all Crown land east of 
Hope; $1.00 a rod; or $44 an acre on all land west of 
Hope. I think we could have bought it for $1.50 an 
acre. That is what we paid. We paid $1.00 a rod 
to all our property-owners through that area. 

MR. PATTILLO: They certainly had not 
heard about the land Interprovincial was going through 
when there were prices like that. 


MR. McQUARRIE: -That is not particularily 
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all we paid. 

ih ERE UrauOs” You paid damages, 

MR. COMMISSIONER LEVESQUE: I have just one 
Short question: 

Would you have your average daily delivery 
Por whe Tirst pert of the year? 

MR. HURD: It is in the brief; page 140. 

MR. MORRISON: It is one of the tables I 
Gre nop reads” 102% 160. 

MR. COMMISSIONER LEVESQUE: At 102,000 you 
still make money? 

Mn HURD: Yeo. 

MR. MORRISON: We just figured it out yes- 
terday. 

MR. TAYLOR: Mr. Morrison said at the annual 
meeting on the 9th of April we were going to make a 
modest profit and if we did it would be in the neigh- 
bourhood of 25¢ a share. 

MR. COMMISSIONER LEVESQUE: So with an 
average of 100,000 your profit would be 25¢ a share? 
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MR. COMMISSIONER HARDY: Mr, Chairman, 
there are one or two questions I would like to 
ask Mr, Morrison. One is, who owns the Peace River 
Oil, Company that brings the oil from Sturgeon, is 
ite GOMyOUr ine, at Hdsom? 

MR. MORRISON: Well, B.A. are the largest 
owners wie tis ithathin: the: brief ino that table® 1 
don't know offhand who are in that. B.A. operate 
it, and it is B.A. we deal with. 

MR. COMMISSIONER HARDY: Is the oil 
brought down from Sturgeon comparable to what you 
are transmitting? 

MR. MORRISON: Yes. We are taking about 
12,000 a day. Just now we are batching it. 

MR. COMMISSIONER HARDY: So the three 
storage tanks of 80,000 are comparable to what you 
have for storage at your Edmonton terminal. 

MR. MORRISON: Oh, that is sufficient 
to allow us to accumulate sizable batches to inject 
tocol tne other old maith comes: along. 

MR. COMMISSIONER HARDY: There is nothing 
peculiar about the grade or the quality of the 
oil; it could be marketed in Montreal as well as 
ate thercoast. 

MR. MORRISON: Yes. 

MR. COMMISSIONER HARDY: I was rather 
interested this morning in your references to the 


Board of Transport Commissioners, and we have not 
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had put before us previously anything about the require 
ments of the Board of Transport Commissioners or what 
control they have over your operations other than 
through permits, and I was wondering if perhaps Mr. 
Bailey could give us this answer best of all. Would 
you outline briefly the control the Board of Transport 
Commissioners has over your engineering designs and 
things like that? 

MR, BAILEY: The Board of Transport Commis- 
sioners for Canada have very wide powers and exert these 
through published general orders which govern largely 
the design and detail construction of pipelines in so 
far as they deal with the crossing of roads, rail- 
roads, other pipelines and transmission lines. The 
general practice in a project of building a pipeline 
is to have authority extended to us by the Board of 
Transport Commissioners step by step. That is, the 
first thing that would be done would be the approval 
of the route by the Board, and that might result in 
authority, giving us authority to construct, and 
before the construction they would approve the 
specification of the line and in so doing establish 
the pressures at which we could operate the line at 
these particular places and the materials of which 
it would be built. Before the line could be put into 
service their engineering department -- they have a 
very capable engineering department -- would send people 


out into the field and personally supervise the main 
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testing of sections of the line and 

while it was being tested and report on it to 
Ottawa, and if successful it would result in the 
issuing of an order to operate. So you cansay 
right through the construction of the pipeline 
the Board are exercising almost complete control 
Oven Vhe Poutle, pressure crossing, construction, 
testing and finally operation. 

MR. COMMISSIONER HARDY: Is there any 
provincial control of your line other than the 
Board of Transport Commissioners? What about the 
Highways Department? 

MR. BAILEY: We, oi course, are an inter- 
provincial pipeline and we are governed by the Board 
on livis 

MR, COMMISSIONER HARDY: SO rar-as 
highways are concerned, it is the Board of Trans- 
port Commissioners who rule whether they are 
acceptable or not. 

MR, BAILEY: Yes, and they approve the 
design of the crossing. 

MR, COMMISSIONER HARDY: If anyone were 
to be Sommashsgs sto go against) them there would be 
a slight complication there, perhaps in jurisdiction 
or authority. It would be rather difficult, I imagine, 
to separate the function the Board of Transport Com- 
missioners now serves in standards of construction 


to turn that over to a completely new authority. 
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MR. BAILEY: One of the reasons for our 
recommendation, sir, was that the very real work 
that is done by the Board and their engineering 
Gapectoriandvenginecring staff would have to be 
replaced by some other body. In other words, if 


you were going to have another body you would have 


une Same group buLIT Mp within 2b, -L would think. 
MR. COMMISSIONER HARDY: You feel that that 
function has definitely got to be performed by someone, 
MR. BAILEY: As we understand it, the 
main reasons for this extreme care in supervision 
are, firstly, the protection of the community, and 
by that I mean not only the people in it but the 


roads and the services. These are the two overall 


reasons which must be to some standard, I would 
think. At least we have found it in almost every 
other branch of engineering. 


MR... PAVRIGLO: Me. Batley, apart from this 


supervision that is exercised by the Board of Trans- 


port Commissioners over the design, location and 


construction of the pipeline, the Board does not, 

in fact, exercise any of the other powers it has. 
MR.) BALLEY: In our case they have not 

so exercised it. 
MR. TAYLOR: There is one slight modifica- 


tion of that. We are now working under a system, 


stillian the form of a-draft,;-a uniform system. 


All the interprovincial pipelines have agreed to 
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work under it from January lst last. 

MR. PATTILLO: Who set that up? 

MR. TAYLOR: The Board of Transport 
Commissioners and their advisers. I helped. 

THE CHAIRMAN: The industry itself played 
a predominant role in that. 

NBO RTAYEOR: Thavets trues se chink at miss 
be. It was the industry that knew how the accounts 
were kept and how to fashion it into what we would 
desire. What I was trying to get at is, the Board 
of Transport Commissioners has that under its 
function. 

THE CHAIRMAN: Any further questions, Mr. 
Pattillo? 

MR. PATTILLO: Nothing else, Mr. Chairman. 

THE CHAIRMAN: Well, thank you very much 
indeed, Mr, Morrison. Your colleagues have been very 
patient and long-suffering, shall I say. 

MR. MORRISON: It has been quite an 
experience. We appreciate it very much. 

THE CHAIRMAN: We appreciate it that we got 
you to Victoria, because we finished our itinerary, 
and the manner inwhich you and your colleagues have 
co-operated with the Commission and the staff of the 
Commission, andwe express our gratitude. 

The hearing is adjourned until tomorrow 


morning in this room ao 10,00 a.m. 


---Whereupon the hearing adjourned at 2.40 p.m. until 
WO ROO. a.m. on Wednesday; April 23... 1956. 
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Wednesday, 
April 23, 1958. 


e--On resuming at 10.00 o!fclock, 


THE CHAIRMAN: The Commission will now 
resume its hearing nae before proceeding with the 
submission which comes before us today, I wish to 
make a statement. 

Counsel for Westcoast Transmission 
Company Limited has drawn the attention of the 
Commission to an editorial in "The Province" of 
Vancouver in its issue of April 2end headed 
"Government's Responsibility on Natural Gas". The 
Commission has, as yet, made no findings or recom- 
mendations of any nature but is in the pracess of 
hearing evidence with respect to matters included 
in its terms of reference. The expressions in the 
editorial reading "at present the public understands, 
on authority of the Borden Commission... and 
"the consumers whom the Borden Commission said are 
being milked are British Columbians" are completely 
incorrect and without foundation. The Commission 
has requested the newspaper referred to to correct 
the erroneous impression created by the expressions 
above mentioned. 

Mr. Pattillo? 

MR. PATTILLO: Thank you, Mr. Chairman. 


Mr. Chairman, today we are going to hear from the 
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City of Prince George in the Province of British 
Columbia and Prince George Gas Company Limited, 
Co isuas joint submission, The brief has been 
filed and I would ask that it be marked by the 
Registrar as V-23-1, 
~--EXHIBIT NO. V-23-1: Joint submission by the 
City of Prince George, B.C. 
and Prince George Gas 
Company Limited, 
Mr. Chairman, I understand that Her 
Worship the Mayor of the municipality is present 
today and wishes to say a few words at the opening 
and then one of the officials of the company will 
present the brief, 
I also understand that Mr. Tupper, who 
is appearing as counsel for the applicants today, 
has another small matter of a similar nature which 
he wishes to file at the conclusion of this presenta- 
tion of which he has given copies to me ard Mr, 
Patterson and they have been distributed. I am 
relating to the Eagle Lake Sawmills. I have sug- 
gested that be filed following the hearing which 
we are now going to have. 
MR. TUPPER: Mr. Chairman, I appear for 
Prince George Gas Company at Prince George. I think 
in opening, before Mr. Wright, vice-president ef the 
company reads the submission, I should deal with one 


aspect of this matter. 


My clients have appealed a decision of the 
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Public Utilities Commission imposing a condition on 
its Certificate of Public Convenience and Necessity 
which was granted to the Prince George Gas Co. 

and that decision has been heard and determined by 

the Court of Appeal. The reasons for judgment have 
not been handed down. No formal judgment has been 

entered. 

I wish to make it clear the issues we wish 
vo present before the Commission this morning in no 
way relate to the matters before the Court of Appeal. 
The situation there is simply the validity of a 
condition attaching to our certificate; a matter 
entirely within the jurisdiction of the provincial 
authorities. 

The issues we wish to deal with this 
morning covered by our brief relates to a violation 
on behalf of Westcoast Transmission Company against 
the terms attached to its export licence as to the 
terms under which it will supply gas to Canadian 
consumers and the violation of Regulation 9 to the 
Exportation of Power and Fluid and Importation of 
Gas Act. 

What we wish to do is to demonstrate a 
very concrete example to the Commission of a compari- 
son between a price which has been offered to a 
Canadian consumer, a Canadian utility, a small 


utility in the northern part of British Columbia and 


compare that with the price which has been agreed to 
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be paid by the Pacific Northwest Pipeline Corpora- 
tion. It is entirely towards those issues to 
which this brief is directed. 

I thought I should say that before pre- 
senting our submission. 

THE CHAIRMAN: I think, Mr. Tupper, the 
Commission will have to rely on you to guide us 
in that respect because that matter is sub judice 


and we do not want to get into that. 
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Joint, Submission of 
CEE SCLTYSOPSPRINCH GEORGE, 1... 
AND | 


PRINCE GEORGE GAS CO. LTD. 


APPEARANCES: 
Carrie Jane Gray ‘- Mayor of Prince George 
Hume Wright - Vice-President of 
Prince George Gas Co. Ltd. 
William McBean -~ Consulting Engineer 
David Tupper - Counsel 


STATEMENT BEFORE THE ROYAL COMMISSION ON 


ENERGY BY MAYOR CARRIE JANE GRAY, PRINCE GEORGE: 


The main submission of the City and the 
Prince George Gas Co. will deal in more detail with 
the highly objectionable situation which has arisen 
over the attempts to serve the City of Prince George 
with gas. 

This is an issue of vital importance in 
my @ity. LL have lived im Frince George for 25 years 
and watched it grow from a small town of less than 
2,000 population to approximately 12,000 in the 
last eleven years. I have served three consecutive 
terms as an alderman of the City and am in my first 


year as the Mayor. It was during my first year on 
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Thee Council, seven years. acowrthat: ther first, dis 
cussions were held on the gas question. I think it 
is astonishing thatthe City and the Company which 
received the City's franchise, should have had to 
fight so long and so hard for something that should 
have been obtainable without question in the first 
place, 

At this point I wish to thank you on behalf 
of myself and the City of Prince George for hearing 
my few remarks. 

Whernwthe: Prince George Gag Co... received 
the franchise from the City they naturally received 
the ful tsupport of the City /;Allsthey nave ever 
sought to do is to construct a 43 mile connecting 
line from Prince George to the Westcoast transmission 
line and to purchase a supply of gas from Westcoast 
at the regular Westcoast rate. 

In view of our fundamental aim to obtain 
gas from an interprovincial company and exporter, 
we are grateful for the opportunity to put our case 
before this Commission. 

Tuwould like tocemphasizetthat Prince 
George has not asked for special treatment because 
our City is located near to the gasfields. The "gate" 
price at Prince George works out to 54 cents a thou- 
sand feet at the regular Westcoast rate, This is 
about 20 cents more than Inland and B.C. Electric 


pay. It is also more than the flat "sate" price of 
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45 cents for a small U.S. community buying the same 
Canadian gas from the same Peace River. fields , A» rate 
considerably lower than 54 cents could, we feel, be 
justified so that consumers in Prince George would 
get gas at about the same rates as prevail in 
Alberta. 

However, it was decided to ask for gas at 
the regular wholesale rate in the belief that it 
could not possibly be denied to Prince George. 
Incredible as it sounds, an attempt was made to 
Fornee Prince George to pay a "gate" price of 83 
cents. As our submission shows, there is no logical 
justification on any grounds for trying to force 
Prince George to pay 83 cents. 

Natural gas is a natural resource belonging 
to the people of Canada, which fact seems to have been 
completely lost sight of by the giant monopolies that 
operate the wells and pipelines strictly for their 
own financial benefit. Whereas every ounce, pound or 
cubie foot of Canadian natural resources exported 
to a foreign country should return a subsidy to the 
Canadian people by way of cheaper rates. 

The~agtalewor Canadian natural was In the USS, 
was justified by the fact that B.C. has no large 
markets to absorb it - as yet. If our natural 
gas continues to be wholesaled in Canada at 50% higher 
prices thangin the: Uae, we never will have big 


industrial markets to. absorboit. 
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al} 


The same thing holds for Prince George. 


We have to overcome real handicaps of climate 


and remoteness from other areas. As yet, we have only 


one industry, lumbering, and our economy fluctuates 


with the lumber markets. We need to have secondary 
industries. How can we at this ridiculously high 
DracemoL<arresquree at our very doorstep% Oum City has 
grown and prospered. We are used to standing on our 
own feet and we are not overly impressed by giant 
corporations and great concentration of wealth and 
power, 

The word has always been develop the 
northern parts of vour country. ats: possibiliviies are 
Malinited, ics) elimate ts healthy) ate ,oke aie 
resources are unlimited, but it is necessary for 
cheaper power and fuel in order to invite industries to 
move away from the congestion of the mainland. 

Here is a case of a northern community who, 
with opportunity knocking at thé@ir door, has been 
forced to engage in a long and bitter fight and to go 
without gas in order to seek elementary fair play. 

If I weren't so vitally concemedtin this i 
would say that can't happen in Canada. 

I earnestly place before you our concern 
over this matter and hope for remedied action at the 
earliest possible moment. 


THE OHAIRMAN: Thank you, vory much. 


a MR, TUPPER: We will now hear from Mr. 
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Wright on the submission of the Prince GeorzesGas! Co, 
MR. WRIGHT: Prince George Gas Co. Beans 
a local company incorporated to distribute natural 


gas in the City of Prince George, B.C., was en- 


franchised by a vote of the electors of Prince 
George in March, 1956 and obtained a Certificate of 
Public Convenience and Necessity from the Public 
Utilities Commission of B.C. in May, 1956. Inland 
Natural Gas Co, Ltd. sought unsuccessfully to 
obtain a franchise from the City and a certificate 
fromthe P.U.c. for distribution in Prince George, 
The Inland Company has obtained certificates to 
distribute in 41 communities in the interiorof B.C, 

RATE DISCRIMINATION: The Prince George 
Gas.Co, Lid. (Prince George Gas) is being asked and 
with the support of the City has refused to pay a 
highly discriminatory price for Peace River gas in 
comparison to the export price and in comparison to 
the price at which Peace River gas is available to 
utilities in the United States and other Canadian 
utilities. 

Prince George Gas is being asked to pay a 
monthly demand charge of $5.00 per Mcf on peak day 
volume and a commodity charge of 30¢ per Mcf. This 


rate for Peace River gas results in average wholesale 


price of 83¢ per Mcf on the 31.2% load factor estimated 
for Prince George by Ford, Bacon & Davis Inc., 


——/| consulting engineers for Inland. Over 400 miles south 
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of Prince George, gas from the Peace River area is 
exported by Westcoast Transmission Company Limited 
to the U. S. for 22i¢ per Mcf on a 90% load factor 


and will be exported for 22¢ beginning in 1959, 


under the terms of the existing 20-year contract. 


On the basis of a 90% load factor, the $5.00 demand 
and 30¢ commodity rate offered at Prince George 
results in an average wholesale price of 48¢ per 
Mcf. On the same load factor, therefore, the Prince 
George rate is more than double the export price, 
while in terms of the load factors actually involved 
the price at Prince George is close to 4 times the 
export price. Pacific Northwest Pipeline Corporation, 
the big U.S. transmission company buying Canadian 
gas at the international border from Westcoast, 
makes it available to a small U.S. distributing 
company at a flat rate of 45¢ per Mcf. This rate is 
available to any gas distributing company buying 
from Pacific Northwest using less than one million 


cubic feet per day. 
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Ford, Bacon & Davis estimate that Prince 
George (population approx. 12,000) will consume an 
average of almost two million cubic feet per day 
over the first five years of natural gas service. 
Prince George is situated 235 miles from the Peace 
River gas-fields. The remarkable fact is that if 
Prince George were situated in the U.S. 1,000 miles 
from the fields and used only half its estimated 
requirements it could obtain Canadian gas 
from the Peace River area at roughly half the 
price it is now being asked to pay. Similarly, 
if Prince George were situated in the Province of 
Quebec, over 2,000 miles from the Alberta gas- 
fields, it could obtain Alberta gas for 26¢ per 
Mcf less than it is now being asked to pay. 

British Columbia Electric Company Limited 
and Inland buy gas from Westcoast at $3.21 demand 
and 20¢ per Mcf commodity. This rate results in 
an average of 32¢ per Mcf on the basis of a 90% 
load factor. Therefore, applying the same load 
factor, Prince George is being asked to pay 50% 
more than other B.C. utilities. 

Pacific Northwest, as of January 1, 1957, 
had executed over 100 gas sales contracts with 
U.S. distribution companies, industrial consumers 
and other interstate pipe lines. Westcoast, in 
striking contrast, has refused to sell to Prince 


George Gas. Westcoast has entered into an exclusive 
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agreement with Inland under which Inland has a 
monopoly on the purchase of gas from Westcoast 

in the interior of B.C. The contract can be set 
aside, however, by “valid order of any public 
regulatory body having jurisdiction". This gas 
monopoly extends at present from Little Prairie 

in the Peace River area down through the Cariboo 
and Okanagan all the way over to the City of 

Nelson in the Kootenays, a distance of some 800 
WEES bali. land, se to. havess monopoly on the pur- 
chase of gas from Westcoast throughout the inter- 
ior of B.C., the area monopolized will be about the 
Size of the state of Texas. Westcoast has protec- 
ted Inland from competition over a huge area in 

a dynamic part of Canada with great growth poten- 
tial over the twenty-year monopoly agreement, or 
even longer if the contract is extended. 

Corporate Affiliations: Inland is an 
affiliate of Westcoast. Westcoast officers and 
directors or their associates, as of June 30, 1957, 
owned beneficially 14.6% of the total Inland common 
shares outstanding; as of February 20, 1956 the 
corresponding percentage was larger, it was then 
18.19%. The President of Westcoast, Frank M, 
McMahon, and John A McMahon, President of Inland, 
are brothers. Norman R. Whittal, a security 
dealer and President of Norman R. Whittal Limited, 


is Chairman of the Inland Board and also a Westcoast 
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director. The close affiliation between Westcoast 
and Inland is part of a much larger grouping of U.S. 
and Canadian corporations engaged in natural gas 
exploration, production and transmission, 

About 65% of the gas initially contrac- 
ted for purchase by Westcoast is covered by con- 
tracts with Pacific Petroleums Ltd. and its assoc- 
iated companies. Pacific Pete, as of June 30te Lon h 
owned 20.8% shares of Westcoast. More recently, this 
percentage increased to 32.8% so that Pacific Pete 
is the largest single shareholder of Westcoast. 
Westcoast President, Frank M. McMahon, is Chairman 
of the Board, George L. McMahon, a brother, is 
President, and Norman R. Whittall, Inland Board 
Chagyuman, is a director of Pacific Pete. Alto- 
gether, five Westcoast directors are also directors 
of Pacific Pete. 

Pacific Northwest ranks next to Pacific 
Pete as the second largest single shareholder of 
Westcoast, owning 23.4% as of June 30th, 1957. 

This U.S. transmission company, by far the Largest 
customer of Westcoast, is now taking an estimate 
80% of all the gas Westcoast sells. Pacific 
Northwest is itself 90% controlled by El Paso 
Natural Gas Company; together they form the largest 
natural gas pipeline system in the United States. 
The El Paso, Pacific Northwest, Westcoast network 


extends from Texas and New Mexico to the Peace 
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River area in B.C. and Alberta. El Paso itself 
has a net interest in 1.5 million acres in the 
Peace River area. Also, Westcoast is now a pro- 
ducing and development company as well as a 
natural gas transmission company, 

During the testimony of Mr. Paul Kayser, 
President of El Paso and Chairman of the Board of 
Pacific Northwest, the Commission heard an ex- 
planation of the price for Peace River gas at the 
U.S. border. The 22¢ price was established with a 
view to the eventual sale of Canadian gas in 
California for 34¢, a price which is only a¢ 
more than the rate to B. C. Electric and Inland 
and which is 49¢ less than the 83¢ price at Prince 
George. 

Development of Present Situation: When 
Prince George Gas applied in B. C. for’a P.U.Cc. 
certificate it sought authorization to finance and 
construct its own 4.5-mile connecting line to take 
delivery of gas direct from Westcoast at the 
Westcoast line. At the P.U.C. hearings Westcoast 
testified, citing its monopoly contract with 
Inland, that it was unwilling to ‘sell ‘direct to 
Prince George Gas. Similarly, the President of 
Inland stated that his company expected to be 
authorized to wholesale gas to Prince George Gas. 
And. in granting a certificate to Prince George 


Gas the P.U.C. attached a condition requiring 


| A. ha 
“rtd B inci 


3s 


apse asi ae | 
oii nb asivok 2 wht ash ib 


S 


o 
as 


.) 
flow as ad se iawn 
wgar0 Hotes tetera, pea 


veayed Lait JAM ae vrtontaaes ott aatguay | en 
te peeereye > 20 SLB Bris, 9aaT (£2 Id: jgobtno<d 
allie rts y.a00 aodeaten end Seowidaan oLItoet 
nae aaa ovis soso eb de obey ony ae sotssnata “J 
8 Hd tye since ditions ea ool ne se ag. “ytsbsod | oe u . 


t ne 
KEES LLY 
See 


ee ae 
SORE? FS 


i, 4% 
morly 


oh el a 
bdo 4 


oats te { 
{ SFR oN é 


9 e td os > LD 


* 
whe 


e a ie 
Sm T0e@d) 


a7 


ant gen iv" af bad ox 
by 283 red MBB 
ts 2 ~ & 


P 
in ae | 

y Lp 
‘ 


Bridie: SID oi 
ntrtse0 

asa $d 
od or ‘bev09e 


poe a bt odo me: & willie 


Fy, aesboper Ot. s _eflonsys: “ovale 


- alee AbBYS ‘nove ont) ot wetv 
om stot iely stag & (UE no" atormbikap 


PY ar BY seg hig a“ 28 eve" 


SHS sets) ostoim 


good £ pee el. dotelw: bei 


b 58 Stig searenl 


seguasd 


gaat 2 towed svod 
Gat boLtqas 3u0 oyriond) soft 


ot dosent wowtains Jaiaiees th. $3 ‘ate | 


be euch vt f mh nee, 
ime. homo ate JOMTER EOS 


me tee toca at 


2 2 
‘woe 


10 yisviLe 


Lika Wess 


bn 


ae 
ove 


Sak sh 


se LA est te seh 03 


sxtnos ener age antl 


oink tasupepeN 


pba tisaes 
Else og sevice asi A dec) ebnsibetl,, 


Jaobteord ect, yPeebmbe ey agtionp oorby 


a 


Ge \ceqgmos, with tate, boteta, basta 


neal 


ae 


sonkst of ab ofseatony oF soups 


som 


ores Be cod ire 


Pa 


ark ; +f ir) _ Hike ue a 


ANGUS, STONEHOUSE & CO. LTD. 3808 
TORONTO, ONTARIO 


Prince George Gas to purchase Westcoast gas through 
Inland. At the same time, Inland was authorized to 
construct and own the short connecting line. 

Inland then put forward a 20-year contract 
to supply Prince George Gas. This contract provided 
Inland with a wholesale rate of $5.00 demand and 30¢ 
commodity for reselling Westcoast gas for whien tt, 
Inland pays $3.21 demand and 20¢ commodity. The 
proposed transaction at Prince George would have given 
Inland a profit of upwards $200,000 a year, or 
many millions over the 20-year period of the CONTACT, 
for piping gas through 43 miles of line. 

Prince George Gas refused to accept the 
Inland price and the matter was referred back to the 
P.U.C. The P.U.C. saw fit to accept the Inland price 
on the grounds that it complies with the terms of the 
certificates which it had granted to Inland and Prince 
George Gas. The P.U.C. however, provided that the 
price should be reviewed when the results of a year's 
operating experience were available. If the P.U.C. 
ruling had been accepted then Prince George Gas 
would have been barred from buying gas from Westcoast 
and left without any assurance of obtaining gas 
in the future at a price which would not be completely 
out of line with the export price and the price to 
other utilities using Peace River gas in the U.S. 
and Canada. 


The certificate granted the Prince George 
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Company sought to justify a price to Inland that 
"in the initial years at least, will ensure that 
a contribution will be made by consumers °= Prince 
George to the overall costs of that part of the 
Inland system, but for the creation of which they 
might never have been in a position to receive 
gas at all". In other words, but for the volume 
which Inland contracted to take from Westcoast in 
February, 1955, the Westcoast line, under this 
reasoning, might never have been constructed and 
natural gas might never have been available to 
Prince Georre ateail., “What is to save. thaw phe 
$195 million Westcoast project might never have 
been built if Westcoast had not been assured in 
LOS apts Liing 13 5) million, feet 2 Gay 50. 1s 
aiintiace Inland. ti w does, this circuitous a 0= 
thesis look in the light of actual developments? 
Before the Westcoast line had been completed, 
Pacific Northwest had signified its intention. of 
importing an additional volume of another 300 
million feet a day over and above its initial re- 
quirement for 300 million feet, plus an option 
for LOO smigivon teet which Lt also exerersca. 

If there were any logical justification 
for compelling Prince George consumers to subsi- 
dize Inland on the ground that without Inland they 
might never have received gas at all, then it would 


be equally logical to compel Vancouver consumers 
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and U.S. consumers of Peace River gas to 
subsidize Inland on the same grounds. Vancouver 
and U. S. consumers would never have been “in’a ‘posi- 
tion to receive Peace River Sas elther , af the 
Westcoast line had never been built because Inland 
had not contracted to take 18 million feet from 
Westcoast. The Inland system, moreover, running 
through Kamloops and over to Trail and NeLsom, =a 
closer to the Vancouver and the lower mainland area 
than it is to Prince George, 

It should be pointed out that the assurance 
of the estimated Prince George volume of sales was 
not necessary for the financing of the Inland pro- 
ject. After Prince George had refused to buy gas 
from Inland, that company went ahead and financed 
its project. Inland raised $28 million by public 
issues under prospectuses which expressly excluded 
any revenue whatsoever from the Prince George market, 
let alone any subsidy from Prince George consumers. 
Moreover, Inland prospectuses projected a greater 
return on capital invested with Prince George 
excluded than Inland had projected before the P.U.C. 
with Prince George included. 

What is a fair price for Peace River gas 
at Prince George? There are several ways of deter- 
mining such a price. One method is to calculate 


@ price which ensures Westcoast a reasonable return 
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for moving gas a given distance bharouch ite line, 
The recent study "Canadian Energy Prospects" pre- 
pared for Royal Commission on Canada's Economic 
Prospects states "The fixed costs of natural gas 
lines on the larger 30-inch to 36-inch lines fall 
within the bracket of 1.1¢ to 1.6¢ per thousand 
cubic feet per 100 miles." (The term fixed costs 
as used in this context includes return on capital 
invested.) Mr. Kayser gave the Commission a ficure 
based on U.S. experience of 13¢ per 100 miles, 
Westcoast pays a field price of 10¢ and sells for 
2ee¢, having transported the gas some 650 miles. 
The resulting figure per 100 miles is therefore 
1.8¢ or, say, 2.5¢ per Mcf to provide a decidely 
generous basis of calculation. The delivery point 
for Prince George is 235 miles down the Westcoast 
Hine 6a The ‘cosb ‘of seransmission, therefore, .over 
Chats SOssuatice A sincdaming profity, is: 5.Gd. Om wisay, 
6¢ per Mef. As the gas costs Westcoast 10¢, the 
selling price at the delivery point at Prince 
George should, on this basis, be 16¢, not 83¢ per 
MeL: 

Another approach to a nondiscriminatory 
price at Prince George would be to use the same 
rate ($3.21 plus 20¢) as charged B.C. Electric 
and Inland. The 54¢ per Mcf that Prince George 
would pay at this rate on its estimated load factor 


of 31.2% would give Westcoast an average of about 
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20¢ more per Mcf on its sales to Prince George 
than to Inland. This appears greatly in excess 
of any upward price adjustment which might be 
sought because of the small volume required by 
Prince George. Regarding volume, if lower volume 
justifies a higher price, why does not Inland pay 
more “than B.C. Blectric? IM any “casey “Now 'Can “a 
price of more than 45¢ per Mcf at Prince George 
be justified on grounds of volume or any other 
Satisfactory grounds when Peace River gas is 
avallablée’to e smaller Uds. distributing company 
at a flat rate of 454? 

The rate schedule of Trans-Canada Pipelines 
Limited is also highly significant in relation to 
the Prince George ee: of 83¢ per Mcef. The Trans- 
Canada rate schedule includes a small general ser- 
vice rate which is a flat rate available to utili- 
ties distributing gas only in one or more small 
communities, Under this rate, Alberta gas is avail- 
able in Saskatchewan for 27.5¢ per Mcf, in Manitoba 
for 38¢ per Mcf, in central Ontario for 65¢ per 
Mef and in the Province of Quebec for 67.5¢ per 
Mcf. For the first three years of natural gas ser- 
vice the gas is available at even lower flat rates 
per Mcf under the Trans-Canada schedule. These are: 
24.2¢ in Saskatchewan, 31.5¢ in Manitoba, 53.2¢ in 
central Ontario and 56.2¢ in Quebec. This Quebec 


rate, therefore, over 2,000 miles from the Alberta 
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field, is 26.8¢ lower than the proposed rate at 
Prince, George’. 

The S3¢ wholesale rate at Prince George is 
so highly discriminatory that it exceeds the aver- 
age retail rate per Mcf (based on 20 Mcf per month 
consumption) paid by residential consumers under 
any of the 21 different retail rate schedules now 
in force in Alberta or Saskatchewan. 

In Bellingham, Washington, the American 
consumer pays an average of 98¢ per Mcf for 20 
Mef per month. In Pendleton, Oregon, he pays $1.00 
One TNeES Same Constmption:; 2. Ino thed BIC) “intemion: the 
Canadian consumer pays an average of $1.22 per Mef 


for 20 Mcf per month. 
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Representations Before the Board of Trans- 
port Commissioners: When Westcoast, in June, 1955, 
secured its Federal permit to build its main trans- 
mission line, the Chairman of the Board of Trans- 
port Commissioners asked, "I just want to know 
whether on a broad basis whether the Canadian con- 
sumer was going to get gas at the same price, 
approximately, anyway, as the American consumer", 
Charles R. Hetherington, for Westcoast, replied: 
"Yes, they will get it at the same price or lower,” 

Purther, in the same hearing, it was rep- 

resented by Westcoast that an individual community 
like Price George would secure gas on better terms, 
DyYereason Of load factor, by buying through: Invand 
rather than direct from Westcoast. The fact is that 
Prince George, with an estimated load factor of 
31.2% -- and that is the load factor as estimated by 
Inland -- would pay Westcoast 54d on the $3.21 and 
20¢ rate as compared to a price of 33¢ on the In- 
land rate at the same load factor. 

Legal Basis for Remedial Action: In 
summary, Westcoast can be said to have used the 
monopoly position it enjoys by virtue of the author- 
ity granted to it by the Board of Transport Com- 
Missioners for Canadayto construct Ltespipelingesand 
the licence granted to it by the Government of 
Canada to export gas as an instrument to extort 


inflated prices from Prince George consumers and 


to force Prince George consumers to 
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conform to its dictates. In particular, through 
the artificial interposition of an affiliated 
distribution company, Inland, it seeks to frustrate 
and circumvent the protection which Parliament 
clearly intended should be given to Canadian con- 
sumers of natural gas.. 
The following regulations, under the Ex- 

portation of Power and Fluids and the Importation 
of Gas Act, are designed to protect Canadian gas 
consumers from discrimination and inequitable treat- 
ment: 

(a) Regulation 9 of "Regulations respecting the 


exportation of power and fluids and the importa- 


tion of gas" reads as follows: 


EX pOre er ee 
THEUPricées charced by a Licencseoiror 
power or gas exported by him shall not be 
lower than the price at which power or gas, 
respectively, is supplied by him or his 
supplier in similar quantities and under 
Similar conditions of sale for consumption 
in Canada". 
(0) Condition 2 (c) of The License to Export 
Natural Gas granted to Westcoast Transmission, 
dated January 27th, 1955 and issued pursuant 
to Order-in-Council P.C.1955-958 dated June 
e3rd, 1955, reads as follows: 


2. The licencee shall 
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(c) agree to supply gas to any Canadian 
consumer without impairment to any exis- 
ting service, srovided that such Canadian 
consumer can be reasonably and economi- 
cally supplied." 
That is obviously the case in Prince George, because 
if they did not supply, they are selling the gas to 
Inland, which it will supply. 
",..If any such application for service 
to any Canadian consumer is declined by 
che dicences, it “shall Lorcnwith aavice 
the Canadian Government", 
The Exportation of Power and Fluids and the Importa- 
tion SivGas Act S.C. 19505'°6.14,"853(3) vrovides for 
the revocation of an Export licence as follows: 
"2(3). A licence granted under this section 
nays bev revyokedvar the Governor in’ Counci’ is 
Satisfied that 
(a) the licencee has refused or neglected 
to comply with any of the terms or condi- 
TLOnNS Of) TRe= licence, 
(bo) notice of such refusal or neglect has 
been sent to the licencee, and 
(c) the licencee has, after receiving such 
notice, refusea or neglected to comply with 
any such term or condition". 
Section S5icof*the«Pipe “Lines Act, hivo.c. 


1952 20.21, 2s (Intended to ensure that the maim 
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transmission companies deal fairly with Canadian 
consumers. It reads as follows: 
"Where the Board finds such action necessary 
or desirable in, the public interest, it may 
direct a company to extend or improve its 
transportation facilities to provide facili- 
ties for the junction of its company line with 
ave Cu.t LOC. Ol, 6 and, sel L cass TO, any, Dereon 
or municipality engaged or legally authorized 
to engage in the local distribution of gas to 
the public, and for such purposes to construct 
branch lines to communities immediately ad- 
Nacenue TOLLS. company. pipe, dine, it ches board 
finds that no undue burden will be placed 
uoon the company thereby, but the Board has 
no power to compel a company to sell gas TO 
additional customers if to do so would im- 
pair its ability to render adequate service 
to its existing customers’. 

Tt is submitted that the present regula- 
tions enacted under the Exportation of Power and 
Fluids and the Importation of Gas Act, empower the 
Government of Canada to revoke the Rxport, Licence 
presently held by Westcoast Transmission because of 
its discrimination against Canadian consumers or 
gas located in. the City of Prince George. ests: 
further submitted that the policy and intent. ola tne 


es ee ty eet ~ 3 
present regulations should be affirmed and reinforced 
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by the, specific findings. of this, Commission, and, 

ar DaroLculLar: 
(1) That all regu ations enacted and the con- 
ditions of all licences granted under the 
authority of the Exportation of Power and 
Pivids gnd the Imoortation.of Gas, Act be in- 
voked,; and, if necessary, clarified to prevent 
evasion by the interposition of regional or 
wholesale distributing companies or by any 
other means; 
(2) That the said regulations make it clear 
that the intended beneficiaries of the protec- 
tion afforded by the regulations are local 
distributing companies and the actual consumers 
of natural gas; 
(3) That main line transmission companies be 
prohibited from directly or indirectly selling 
gas under conditions or through other companies 
in a way which will contravene the intention 
of providing gas for Canadian consumers at a 
price comparable to that charged to American 
consumers ; 
(4) That Section 51 of the Pipe Lines Act be 
amended to provide specifically that the prices 
charged to companies applying-for relies wnere- 
under be non-discriminatory and that the 
failure of a main transmission company to offer 


gas at non-discriminatory prices be added as 
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adveround Tor Invoking the “seeticn. 

CONCLUSION: En CONGLUSLTOn, i ao Lewes 
pectfully submitted that a lssue over natural 
gas which has arisen in Prince George, while rela- 
tively of very modest proportions in terms of 
volumes of gas and sums of money involved, ig never- 
theless of wide significance. Prince George is the 
distributing, administrative, banking, commercial 
and transportation center of a large and developing 
area in Northern Canada. In performing its impor- 
tant economic function, Prince George has to surmount 
the handicap of a severe climate as well as the high 
cost of necessities due largely to transportation 
cnharces =) “(Hood,; for example, is 20% higher in Prince 
George than in Vancouver). Peace River natural gas, 
supplied at an equitable price, provides a means of 
redressing to some extent this unfavourable cost 
palenrce "instead, at transpires that by artitic@al. 
unwarranted and unnecessary discrimination, Prince 
George is asked to pay more than double the export 
DrYiCe "and nov Tar from double the price 2. whiten 2 
supply of Peace River gas is available to a U.S. 
community using half the volume. Acceptance of 
thistsituarion, would, iG 18 Submit led, be” accep. - 
ance of the misdirection of Canadian resources, ac- 
ceptance of the kind of economic distortion which 
Less sharp apprehension in this country. In 


shortg,*it is a situation which cannot be accepted 


4 
? 
-5 
+2 
4 
wl 


= 
ner; 
es 
1 r 
ww wh 


Ad 
ye fsehiints- wee py 


on ss sim orld aad ba 


r ee. 


ce Byer ie. aed as roel 


se  Svesei Teli , gal ded inde th 


hud 


a 


olen ny - 2 
ae ar orerg: teen wist TO tote i 


i 


vide: Saige, Deis wa to semutov 


sono rhtagke shiw %% eastaria 


oenetg 


a WE i haw 


eae ae Le asies “to liad SORTSE Sot9 ‘ERS ; “ 
: ie Nae, ) f " 
Sbvotiieds nat: jal ust) pete io 8 ome - ; 
’ Bs u 
| 40 Sore | aobsenyl olimnoos Sand 
Fee 
Staacto di eee ecto vee Dheed ocd 
ve, Aes 
a, ‘ Ae ores Migereliegdsoen he aie : 
b - ae ae a 
Kc Fate! wt ‘t Baten! # G2: 4 DOWD ) ic BOBTSAS 
fn Sae ive maV- Ab nent sproep 
»- ot 
«leita? hp te ga | Sh LGC58 
r) f , VABIASL Si Os Mga othe 
‘Ha Betkuenaedt dbs OR 27 aT ,edaatad 
; Serh.- hs ee eM ‘rig eo natiewng 
ited Ngee ae mer Os’ Ones et: enrge 
i ; i 
; Teh Gee bi topes se LED. SON rs Soper 
i Wigs theys .4 ay Ov ER ROT To, Viggue 
ee ae ee es 
1 Pog Jargebere: eh oe ee 2 NOL Ys euety atwW 
Piaaiice : Ar et Qe. “Lich Pee tes brie, Sato oe 
i 0 ices 
45 bi Sua bow bs ss ei ha . aaah et 
tf cnn een ee “ibaa n A Siac Hearne 
a | OF Sees aia 
cae: Hatem ‘to Saad beice mht: 


ares a Ae 


ANGUS, STONEHOUSE & CO. LTD. 3820 
TORONTO, ONTARIO 


and calls for rectification without delay. 

THE CHAIRMAN: Thank you very much. 

MR TVG. CNORRIS: 1° Mpguchaimnan, (may! i 
be Heard, for one moment? “L“suge@est tov you that all 

Mepe=mMauvers-were before the-Court'6r Appeal of this 
Province, the arguments were before that Court and 
were dealt with by the Court of Appeal and were re- 
ferred to in their judgments. The formal judgment 
has not yet been settled, but the arguments have 
been referred to and dealt with and, as I read the 
judgments, dealt with against my learned friend's 
submissions this morning. 

Now," bepropose to file with you Copies oF 
the judgments and a copy of the factum submitted by 
my learned friend on this argument before the Court 
of Appeal, to indicate to you, Mr. Chairman, that 
these matters are the very matters which have been 
before the Court of Appeal and may go further. 

Tt “is true’ that) i respect: (oer the condition 
there was some argument -- the arguments which my 
learned friend puts forward are dealt with specifi- 
cally by the judgments of the Court of Appeal of this 
PPO Ce:, 

THE CHAIRMAN: hank you very much, Mr. 
Norris, but I see no reason why anyone who wishes to 
submit a brief, even though one could go and read it 
in the reported judgments of the Court, should not 


be permitted to do so. 
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MRzrNORRISs  Llsaminoteobsectine. I am 
Just pointing out that it should be remembered, and 
my submission, ofcourse, “is that) thievieianvetfort 
to have the appeal before you from the Court of 
Ropes® OF Mth SeProvince 1 (Phathis waat a2 ene. 

THE CHATRMAN: Well, we are highly flattered, 

MR. NORRIS: I would like to file with you, 
if Limay, the judgments.of the Court of Appeal. You 
may find that interesting. 

THE CHAIRMAN: Thank you, sir. 

MR. WLUPPER: Mr. Chairman, 1 don't know 
whether it is necessary to say anything in reply to 
my learned friend --- 

THE CHATRMAN: echo nor Gaile sos, ties 
Tupoer. 1 think we understand the situation. 

MA. PURER: ie would? Iie goosrmread! ana 
short statement on behal® of the Eagle Lake Sawmills--- 

THE CHALRMANs eT ‘chinks, perhiensyyat) mow 
would postpone iit, Me. Tupper, would grou? 

Mins. SDU PEs: Eves: 

THE CHAIRMAN: Mr. Pattillo? 

Mie rPADREL LO: I would’ like: to endeavour 
to get on the record, in chronological form, the 
facts that may be relevant.to the terms ,of mefer- 
ences.of this. Commission. First, when was Prince 
George Gas Company Limitec incorporated? 

MR. WRIGHT: Tri 1952 1b) was. incorporated, 


as a private company, I think, and in 1954 or 1955 
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it was incorporated as a public company. 

Mi PAPTILLO: Is it incorporated under 
the laws of the Province of British Columbia or 
under the laws of the Dominion? 

MR. WRIGHT: Under the laws of the Pro- 
vance of British Columbia. 

MRE PATEILEOs Have shares of the. company 
been issued to the public? 

MR. WRIGHT: Yess 

Migs PATE LLLOs Was there a public issue? 

MR. WRIGHT: Wedla.d--think Mr. Tupper 12 
more familiar with that aspect. Maybe I should with- 
draw my remark. 

Mi TUPPER: I should explain, Mr. Chair- 
man, that there have been subscriptions to shares 
accepted and, under the terms of the company's pros- 
pectus,) those: subscriptions) are held gn, trust jend 
there are no shares issued to the public until a cer- 
tificate of public convenience has been granted and 
our franchise igs conditional upon the granting of a 
franchise by the Public Utilities Commission. Now, 
there have been some shares issued to the syndicate. 

MR, PATTILLO: On what date did the com- 
pany receive a franchise from the GLtyi of Prines 
George? 

MR. WRIGHT: March, 1956; March 14, 1956. 

MR. PATTILLO: When did it first approach 


Westcoast Transmission Company for the right to buy 
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the gas directly from that comoany? 

MR. WRIGHT: Mr, Chairman, in answering 
that question and dealing with itypibydetati. L 
think a simple point here which would be of interest 
to you, I think, Mr. Chairman, is that the company 
was incorporated and sought its franchise and had the 
intention of buying gas from Westcoast before West- 
coast and Inland entered into the contract. 

MR, PATPILEO: If you would just let me 
ask the questions, 

Me WRLC: Lim sorry. 

Me TUPPER: If I might answer that ques- 
tion, the position was taken by the Prince George Gas 
Company that at the time of the application, before 
the Public Utilities Commission would accept a state- 
ment made iby Mic DAP. McDonald a@tea,hearing berore 
the Public Utilities. Commission in: a matter between 
the’ B.C. Electric Company sand me Valley Natural Gas 
Distributing Company, that Westcoast would supply 
gas to any utility in British Columbia when it re- 
ceives a certificate from the Public Utilities Com- 
mission and would supply it on non-discriminatory 
terms. Before applying to Westcoast, we sought to 
obtain our certification. We were aware of this 
exclusive contract with Inland and we felt, amvaccor— 
dance with Mr. McDonald's statement, it would be 
necessary, before we could induce Westcoast to supply 


us, that we would have to be certificated. 
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My PATTINEO: Now, that is not what I 
asked at all. When was the first time that you 
asked Westcoast Transmission to Supply gas to the 
Prince George Gas Company Limited? 

MR. WRIGHT: The dates are in the letter 
which we submitted with the brief. We can look 
Gacweup Tor you, Mr. Pattillo. 

MR. TUPPER: September 26, 1957. 

MR PATTILLO: That is Exhibit 6, attached 
Ue your Driers that ie the first time on which you 
made the request? 

MR. TUPPER: That was the first time a for- 
mal application was made. 

Mag PATPLOLO: And it was contained in 
that levver which is Exhibit 6, is thas 2¢? 

Mi. TUPPER: That, 1s correct, 

MRe PAP gh0: When did the Westcoast 
Transmission, if at any time, first refuse to supply 
gas directly to the Prince George Gas Company? 

MR WRIGHE: On the hearings before the 
Public Utilities Commission in the Spring of 1956, 
That.is in the appeal books. They indicated, as Dr, 
Angus said in his judgment, that they were unwilling 
to supply gas to the Prince George Gas Company. 

Wy PATE LULO? That was sometime before you 
made the formal demand contained in Exhibit 6? 

MR. TUPPER: That 2s correct. Sis .bure 
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making a demand on Westcoast by applying to the 
PupLICeUGLIities for a certificate to. enable us to 
buy gas when we first went before the Commission in 


the Spring of 1956. 
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MR. PATTILLO: Well, has Westcoast, since 
your formal demand of September 26, 1957, ever 
formally refused? 

MR, WRIGHT: Yes frsaes 

he? PATTIULO? To sellieas, direct to 
Prince George Gas Co,? 

MR. WRIGHT: Yes. 

MR. PATTILLO: When? 

MR. WRIGHT: In a letter dated October 9; 
1957, which is also filed with our submission. 

Une SPAT IELO+ er Thatuiselxed ba Genk 

MR. WRIGHT: Yes. 

MR. PATTILLO: Is that the formal refusal 
to which you refer? 

MRSMWREGHT?: Lo just can't. 26, the moment 
put my finger on the exhibit here, but it is a 
letter dated October 9th. I am subject to correction. 
VeoouLor ist Eee bir 7s 

ME, PATPTIGLO: That ds the formabh refu- 
sale toewhich: you refer? 

MR, WREGHT: That. is«correct. 

MR, PATTILLO: Now,.since: October, 0,019057 ; 
has there been any change in the position of West- 
coast Transmission as to whether it would or would 
not suppliyidirectiy to Prince:George Gaseto.g 

MR. WRIGHT: No change whatsoever so far as 
we are aware. 
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letter, Exhibit 7, dated October 9, 1957, has Prince 
George Gas Co. Ltd. had any further correspondence 
with Westcoast Raerinuiceet on 

MR. WRIGHT: The Prince George: Gas Cor has, 
to the best of my knowledge and beliefs, had nor further 
correspondence whatsoever with Westcoast since the 
date of that letter -- except that there is a series 
of exchanges which was filed as exhibits. 

MR. PATTILLO: Now, we have a letter from 
Prince George Gas Co. dated October 25, 1957, signed 
by yourself as the executive vice-president and a 
letter in reply dated November 14, 1957, signed by 
Mr. Frank McMahon as president of Westcoast Transmis- 
Sion. Now, are those the only additional correspond- 
ence that you had? 

MY. WAIGHT<) Yes, that) is correct. eir. 

MR. PATTILLO: Now, when you refer to this 
Priceror. G3il cents; Usethateatythe take-off point oF 
the Westcoast line or is that after delivery of this 
4+ miles to the City of Prince George? 

MR. WRIGHT: After delivery of the 45 miles, 

MR. PATTTLLO: And this: other price thar 
you cathe about o£ Fifty some cents, is thaw ae the 
take-off point<or is vhat at vhesdelivery? 

MR. WRIGHT: That would be at the take-off 
point. 


MR. PATTILLO: ©That is the *take=-orf? 
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MR. PATTILLO: Now, Inland has built a 
pipeline from the Westcoast transmission line to 
PHIL yor (Prince dee 

MR. WRIGHT: Yes. Under a certificate 
granted by the Public Utilities Commission they were 
erenved ther rieny to (bui Picthat ine- We applied 
to have that right, and it was denied, and we 
appealed it to the Lieutenant-Governor of the Province 
of B. ©. Subsequently our appeal was dismissed but 
with certain qualifications: they allowed Inland 
to build the line; but if the City of Prince George 
were adle to obtain a supply from Westcoast that we 
would have an option to buy that stub line if they saw 
CMV O MeL Vert EU itoOrus: 

MR. PATTILLO: When was this 45 mile line 
DULG? 

MR. WRIGHT: Within the last few months. 

I amafraid I don't know the exact date. It is in opera- 
tion now. 

Mu (PAPE EGE) It: beosbit ope rat en? 

MR. WRIGHT: Yes, because they supply the 
Bb. GpPower Commission which ts on the leftr cank of 
the Fraser River. 

MR. PATTILLO: The 43 mile line, then, which 
is ndéeded to eet to the City of Prince George iiaiatso 
a means of supply to the B. C. Power Commission? 

MR. WRIGHT: Yes. The line itself doesn't 
go into the City, it just goes to the Power Commission 
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MAS PATT PEO: 2 want “Ge Pind out what ad- 
ditional facilities there would have to be to get 
Lov eacorune “Cry ; | 

Pi. Minto: "OUset a river crossing across 
the Fraser River. 

MR, PATTILLO: Have you any personal know- 
ledge of how much it costs to construct that line? 

MR. WRIGHT: - The 43 mile’ line? 

Mive PEPPERELL Yes? 

MR. WRIGHT: It is in the order of $100,000 
or more, maybe $120,000. 

MR, PATTILLO: You don't know? 

MR. WRIGHT: We have an engineering estimate. 
ieraven'c got it in my head right now. 

MR. PATTILLO: In any event, you don't know 
Wiat, Beer act, it did -<oset? 

Mi. sWREGHEs\-; don't know what it cest4’iniand, 
no. 

MRS PATTIBLO: Now, Looking ab paces of 
your brief, has Westcoast at any time taken the 
position that the supply of gas to Prince George Gas 
Co. would in any way impair its existing service? 

MR. WRIGHT: No, certainly not to my knowledge. 

MR, PATTILLO: When you had this correspond- 
ence in the fall of 1957 with Westcoast Transmission 
did you subsequently advise the Canadian Government or 


any Minister in writing as to the correspondence between 


you and Westcoast? 
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MEAS WRIGHT? That correspondence --~ the 
Canadian Government was advised of that correspond- 


ence and copies were Srrcted to the Canadian Govern- 
MENU On Gh official lével, 

MR. PATTILLO: Just tell me when and to 
whom and how. 

MR. WRIGHT: Can I give you an answer to 
that in writing? I don't know the date in my head. 

MR PATTILEO: (SALT ight. ° Now? has the 
Prince George Gas Co. made any application at any 
time before or since this correspondence between 
Westcoast and itself to the Board of Transport 
under the provisions of Section’51 of the Pipe. Lines 
Act? 

MR. WREGHT: ‘N6“such application nas 
been made. 

MR. PATTILLO: » On’ page 9Q-of "your brief 
you have suggested that this Commission should make 
servain specific findings. Have you eiven any 
thought to what those findings iy your Opinion Saould 
be? 

MR. WRIGHT: We have taken a general 
position that the Commission itself is much better 
qualified than a rather small company like Prince 
George Gas Co. to determine that kind of a@ question. 

MR, PATTILLO: So the anewer=as 07 

MR. WRIGHT: Yes, the answer is no. 
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questions that I have, Mr, Chairman. 

THE CHAIRMAN: Thank you, Mr. Pattillo. 

MR. PATTILLO: Mr. Chairman, if the 
Commission wasn't going to ask any questions, I 
think perhaps I would like to ask Mr. Norris whether 
he wishes to challenge any of the facts that I have 
brought out now in my examination as questions of 
PoC kom ao tisha ley 

MR. NORRIS: We would like to submit a 
brief now that we haven't put in because the matter 
is: before the courts): We have a brief that) has been 
held: just for that very reason. 

THE CHAIRMAN: You mean you have it ready? 

MR. NORRIS: I have aiwitness and wild 
Duby him wire ithe box mel wioul GMs he bhondchs Gano, 

THE CHALRMANs: Yourdheave: mo: quest vores 
co Saiewiie A Wricht or Mr. Tupper, Mey Norris, wit 
respect to the facts as brought out by Mr. Pattillo's 
questioning? 

MR. NORRIS: Well, it comes somewhat 
as a surprise, and I would rather put in the brief. 

THE CHAIRMAN: Then I think, Mr. Pattillo 
unless you have further questions,we will have a 


ten-minute break, 
~~=-f\ short recess. 


THE CHAIRMAN: Gentlemen, the Commission 


will now resume its hearing. 
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ign. Baia. 

MR. PATTILLO: Mr. Chairman, I am propos- 
ine Mow, in order that we can deal with everything 
in a certain order, that we proceed in this fashion: 
first, think Mr. Norris is prepared to make a 
statement for the record as to the questions of fact 
I was bringing out with Mr. Wright; next, I propose 
that the submission of the Hagle Lake Sawmills Limited 
be read into the record because it also concerns 
Westcoast; and following that, I am proposing that 
the brief of Westcoast dealing with Prince George 
which has now been delivered to all of us be 
dealt with by Mr. Norris and Mr. McDonald and who- 
ever else they desire, and I understand that either 
when they are dealing with the Prince George matter 
or immediately following it Westcoast will deal with 
the Sawmills. 

Now, Mr. Norris, would you first make 
the statement that you are prepared to make, 

MR... NORRIS: Me, Chatrman, Westcoast 
Transmission Limited is prepared to accept the cor- 
rectness of the statements elicited by Mr. Pattillo 
on his examination just now subject to some little 
check which we may have to make after we have got 
the transcript, and we will put in such representa- 
tions as we consider necessary by letter covering 
that. 


THE CHAIRMAN: Thank you. 
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ME PADTILLO: Now, then).t would like to 
have the Eagle Lake Sawmills Limited material which 
is supported by a covering letter dated April 21, 
1958, marked as V-23-2, and I will ask Mr. Tupper 
af hetwellaverzind enough to read this material. 
---EXHIBIT NO. V-23-2: Letter dated April 21, 1958, 

from Eagle Lake Sawmills 
Limited to The Chairman, 
Royal Commission on Energy, 
BY Loh ates isi pet ioe ee 

MA STOPPERS Me. Chataman . (thie, ts a etate- 
ment on behalf of Eagle Lake Sawmills Limited which 
is situated in the same general area in Prince 
George, and it is submitted as one more concrete 
example aS we suggest, of the violation of West 
ecoastuunder ther terms of its export, lacence,. it is 
a letter dated April 21, 1958, and reads as follows: 

"Dear Sir: 

" On February 19th, 1953, this Company made 
"apolication to Westcoast Transmission Company 
"Limntced forvessupply of sag for ite mili oaad 
"tovmsite at Giscome, B.C., to be taken from 
"cheemain transmission line at or near Shelley, 
EBKE. 
¥ Giscome is an unincorporated village 
"comprised of some 60 or 90 dwellings, a large 
"boarding house, three churches, a modern 


"school building, a dairy farm of over 175 


"milking cows, etc. The present estimated 
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"requirements of natural Gas are approximately 
“30,000, 000 cubic: Feat per year. 

N The mill has a capacity of some 70,000,000 
"feet board measure ber annum and is, we believe, 
"the largest spruce mill in North America. 


For some years the mill has used substantial 


‘quantities of fuel and diesel O11, beine ae 
rtimes short of sufficient waste to stoke the 
"boilers. 
por The past six years or tore we have been 
"studying various processes for the ut2lization 
"of wood waste and it seems that in the not 
"far distant future we will be prepared to embark 
"on the construction of a plant for such purpose. 
"This will result in a permanent shortage of 
"wood waste for boiler fuel. Therefore, the 
"assurance of a reasonably priced supply of 
"eas is important to us before we Spend further 
"large sums on this development. 
‘s We have been unable to obtain any satisfactory 
"response from Westcoast Transmission Company 
"Limited and finally after a delay of some six 
"weeks we were referred to Inland Natural Gas Co. 
ied 

I might say that the correspondence passing 


between Eagle Lake and Westcoast and Eagle Lake and 


Inland Natural Gas we attached to the submission. 


I won't take up the Commission's time in reading them. 
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It is, we believe, in order for us to point 
"out that the actions of Westcoast Transmission 
"Company Limited in this matter are obvious 
Vattempts to avoid the provisions of its 
"export licence. 
H Himgaliy, we should point out to you 
wehae Our Company is not.a, public, Utility. end 
"is not subject to the jurisdiction of the 
"Public Utilities Commission of the Province 
‘or Bra eheCodumbi a.“ 
I might explain that under the Public 
Utilities Commission Act it» excludes .a. person who 
purchases. cas Ror.bheiz own vse sand son se, Of eae i 
tenants and employees. 
: We attach hereto copies of our correspondence 
"with Westcoast Transmission Company Limited and 
"also an exchange of letters with Inland Natural 
Oa COuenlod, 
yours: faithfully, 
"BEAGLE LAKE SAWMILLS LIMITED 
"Penis! Weird 2 Miner! 
W. B. MILNER, PRESIDENT. " 
THE CHAIRMAN: Is there any reason for your 
distinguishing between the correspondence between 
Westcoast and Eagle Lake and Inland Natural Gas? 
MR, TUPPER: Nothing at all. 


THE CHAIRMAN: Nothing significant? 


MR. LURPER: No. 
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MR. PATTILLO: I do not know there need 
ber any WiueeLiOons directed to yor Submission, 1 


Coin Do speaks for iteelf. 


< 


I therefore suggest we now mark the brief 
submitted by Westcoast as V-23-3. 
~--EXHIBIT NO. V-23-3: Submission of Westcoast 


Transmission Company 
Limited. 


tHe CHATRMAN: <All rioht, Mr. Norrie? 

Mi. NORRIS: L understand, Mr. Chairman, 
Mr. McDonala has been already sworn end qualified. 

MR. PATTITLLO: MaAtGeLS GOrrece . Gur 
practice, Mr. Norris, has not been to swear the per- 
son in submitting something. We are going to swear 
them after the submission, if we intend to examine 
them. 

MR. NORRIS: IT understand Mr. McDonald 
has been sworn. 

MR PAVTILLO: Yes. 

MR. NORRIS: And qualified? 

MR. PATTILLO: Yes, 

MR. NORRIS: Mr. McDonald has a brief to 
submit anc which is submitted subject to the qualifi- 
cations I have already made that these matters are 
before the Courts and will be dealt with, and is the 


subject matter of the brief which Mr. Tupoer sub- 


mitted and said was before the Courts and it will 


mes) be dealt with there. 
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Submission of 


WESTCOAST TRANSMISSION COMPANY LIMITED 


APPEARANCES: 
Frank M. McMahon - President 
C.R. Hetherington -~ Vice-President 
D.P. McDonald - Managing Director 
ees NOT S .. iO. ~ Counsel 


MR. McDONALD: May it please the Commis- 
sion, this is material which is factual and was pre- 
pared sometime ago having in mind that the information 
might come before the Board in reply to any matters 
that might be raised in regard to the Prince George 
situation. 

The matter of gas service to the City of 
Prince George has a long and complicated history and 
has been fully dealt with by the Public Utility Com- 
mission of the Province of British Columbia, who have 
jurisdiction over the local distribution of gas in 
the Province of British Columbia. The officers of 
Westcoast, however, have deemea it advisable to place 
before the Commission the facts concerning the above 
matter insofar as they are the basis for the rejec- 


tion by. Westcoast of the application by Prince George 
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Gas Co. Ltd. to purchase gas from Westcoast at the 
proposed main line connection above mentioned. 

Natural Gas Service to Prince George: The 
only 2izeable community in British Columbia which has 
not been served with natural gas as of November, 
195/, is the City of Prince George. 

Under the Inland Gas Sales Agreement between 
Westcoast and Inland Natural Gas Co. Ltd., Inland 
undertook, as part of its service to communities in 
British Columbia, to construct a service viveline 
from the Westcoast. main line to the city gate of 
Prince George, serve the British Columbia Power Com- 
mission facilities at Prince George and build and 
operate a gas distribution system in the City of 
Prince George. Subsequent to Westcoast entering 
er ocweuconuEraeu Wile Inland providing Tor such 
service, Prince George Gas Co. Ltd. determined to 
make application to the Public Utility Commission of 
Bel cremecolimbia.for a franchise to build 4 easydi— 
tribution system in Prince George. Upon Inland 

polying to the Public Utility Commission for a 

Certificate of Convenience and Necessity authorizing 
26 GO construct the facilities to serve, Prince 
George including the distribution system within 
the city limits, Prince George Gas.Co. Ltd. inter- 
vened in opposition and made an application to con- 
struct and operate such service. 


Upon hearing of the application the Board 
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of Public Utility Commissioners of British Columbia 
grantea a Certificate of Convenience and Necessity 
to Inland to construct the pipeline from the point 

of connection at the Westcoast main line to the 

city gate of Prince George and serve en route the 
Power Plant of the British Columbia Power Commission. 
At the city gate Inland was directed to provide gas 
service te -rrince George Gas Co. Ltd. "td whitch the 
Board was prepared to grant 2 Certificate of Conven- 
ience and Necessity authorizing the construction of 
che distribution facilities within the city. The 
Order of the Public Utility Commissioners directed 
that if Inland and the Prince George Gas Co. Ltd. 
could not agree upon the rate to be charged by Inlana 
for gas to be delivered by it to Prince George, that 
apolication could be made to the Board to determine 
the rate to be charged. 

In their Reasons for Decision, dated May 
23, 1956, the Public Utility Commissioners consider- 
ed the application of -the Prince~George Ge, Prd. .and 
Inland Natural Gas Co. Ltd. and the evidence heard 
on. Aerie 76,091 54185255 *e6°and 27) SCS. 

Public Utilities Commission Decision: The 
main question before the Commission was whether it 
was in the public interest -- and I mean by public 
interest the interest of the Province of British 
Columbie and the people who reside in it -- to have 


two separate undertakings, one for Prince George 
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alone, and the other for the Inland Netural Gas 


Co. Ltd. project less Prince George, 


(@) 


The Commissioners stated in vart: 


ie Public. Usilities Commission has come to 


pas 


Cie conclusion that. to exclude the City of 


Prince George and the surrounding area from 

the project of Inland could be a serious blow 
to Inland. A major part of the heavy capital 
investment required for 
land's proposals is needed for the construc- 
tion of the subsidiary transmission line to 
serve the Okanagan and the Kootenays, part 


of which line was essential to its agreement 


op 


with Westcoast, ana, therefore, to Westcoast's 
enverprise. Unless this commitment enables 
Inland to obtain gas on favourable terms for a 
more economical supply to consumers elsewhere 
the company might conceivably find it diffi- 
cult to proceed with its subsidiary pipeline 
DPOJeCt as the cost of pas,to consumers on 
the subsidiary transmission line might then 
have to be so high as to make gas an ineffec- 
tive competitor with other fuels." 

The conclusion of the Commissioners is stated as 


Follows: ~- 


"Ror the foregoing reasons the Public Utilities 
Commission concludes that only two courses are 


Open to it. The first i18,'to grant the 
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application of Inland and to dismiss the 


epplication of Prince Geor; 


vO grant the application of Prince 


George Gas and to grant the application of 
Inland with an exception for Prince George. 
The Public Utilities Commission favours the 
second of these two courses. 

"In the case of Prince George Gas, the 
First condition would be that it must secure 
@ supply of gas from Inland on terms accept- 
e02e- tO the Public Utilities Commission, in= 


5 


eluding provision for point of delivery and 
price. There would be a time limit of 60 days 
for this. The price would have to be adequate 
wOnenueure that, in the initial years at least, 
a contribution will be made by consumers in 
Pranecs George to the overall costs of that 
part. of the Inland system but Tor the creation 
Of which they might never have been ih a posi-— 
vlon to receive gas at all. The arrangements 
would have to ensure that Inland will be en- 
abled to supply an adequate quantity of inter- 


ruptible gas to the B.C. Power Commission 


without duplication of the stub line at Prince 


George. 
Gas Costs Equivalent: Following the con- 


clusions above reached, Inland submitted to the Prince 
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George Gas Company its proposal that gas be made 
available by Inland at the city gate of Prince 


George at the price of $5.00 per Mcf of monthly de- 


j 


by 


mand, 30¢ per Mcf commodity and 30¢ per Mef inter- 
ruptible, wnich price would enable the Prince 
George Gas Company to supply gas to its consumers 
ac costs equivalent to the cost of gas to consumers 
served by Inland in other British Columbia communi- 
€tec such ae Kamloops, Penticton, Trail; ete. AG 
the saine time, Inland would carry out its under- 
taking to serve the British Columbia Power Commis- 
Sion, with gas for its plant at Prince George, which 
the British Columbia Power Commission urgently re- 
oe ae Dark Or Les program tO obtain eae “hor aug 
of its plants in the area served by Inland in 
Genurar British Columba. 

The proposal made to the Prince George 

as Co, Ltd. was not acceptea and in accordance 

With “the Certificate granted to Inland, it then 
apolied’ to the Public Utility Commissioners to aerpi- 
trate and determine the orice that should be 
cnarged in Prince’ George.- After a hearing; che 
Commissioners directed that for 
operation, the proposed rate should be charged by 
Invarndanc that av the expiration of the year=une 


question of the rates would be further considered by 


the Board. 


It was clear from the evidence submitted 
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to the Commission at this hearing that the provosed 
rate of Inland made it possible on the estimate of 
market and costs of the Prince George Company that 


it would be able to sell gas to consumers in Prince 


George at rates no higher than the rates which In- 
land would be compelled to charge for the other con- 
suming areas which it was serving, such as, Quesnel, 
Kamloops and Penticton. It was apparent that, as 


=} oes 


stated in their original decision, the Commissioners 
felt that their determination of the application made 
LG possible for the Prince George Gos Co. immediately 


os 


FO fingnce, its’ project, get into business, and then 


4 


at the expiration of the first year's operation the 
Commission would be in a position to deal with any 
inequities which may become evident as between the 
Service of gas to Prince George and other communi- 
ULES “En Bricish, Columbia. 

Instead of proceeding as directed by the 
Public Utility Commissioners, the Prince George Com- 
pany has appéalea to the Court of Appeals and also 
apvealed under the terms of the Public Utilities 
Act to the Lieutenant Governor in Council for a 
reversal of the Order.of the Commission. 

The appeal has been heard by the Coure of 
Apoeals and now stanas over for judgmenv -- as Mr. 


Tupper stated, has not yet been formally given. 


I would, of course, like to file the Reasons for 


Judgment. 
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THE CHAIRMAN: The Reasons have not been 
Paver, 
MR, NORRIS: The Reasons have been given 


but formal judgment has not been sent down. 


MR. McDONALD: The decision of the Lieuten- 
ant Governor in Council is set out in the Minute ap- 


proved on November 14, 1957, which states in part -- 


There were two appeals in each instance for 
the City of Prince George and Prince George Gas Com- 
Day. 

AND TO RECOMMEND THAT the said appeals be and 
the Same are, upon approval of this Minute, dis- 
iissed, “provided that, in order’ to avoid dupli- 
cation of pipelines, the said Certificate da 
August 10th, 1956, shall not become effective 
until Inland Natural Ges Company Limited shall 
bave given-an undérvaking Go the Publve ULili ties 
Commission in the following terns: 

"Inland Natural Gas Company Limited hereby 
undertakes to the "Public Utili¢cies Comm ssivon 
that, on request by ‘the Publie Utilities Comnis- 
siong: Lt will grant. an “option food Torro years, 
or such longer period as the Commission may 
require, to Prince George Gas Company Limited 
CO purchase the Stub diane at Prince George 
serving the British Columbia Power Commission 


if and when Prince George Cas Company Limited 


becomes entitled to supply natural gas in the 


1 ered. 
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City of Prince George and vicinity and to 
procure its supply of gas from the Westcoast 
Transmission Company Limited. The price will 
be such as tc indemnify Inland Natural Gas 
Company Limited for its expenditure and the 
option will be conditional on the transmission 
of gas free of charge for Inland Natural Gas 
Company Limited to the British Columbia Power 
Commission. Inland Natural Gas Company Limited 
undertalies further that should the City \ofePrince 
George become entitled to supply natural gas 
in the-City- and in the vicinity of the *eivy “and 
to procure its supply of gas from Westcoast 
Transmission Company Limited, Inland Natural 
Gas Company Limited will, if required to’ ado so 
by the Public Utilities Commission, grant an 
option on similar terms to the. city.” 
Position of Westcoast: The position of 
Westcoast in this matter simply is that for the pur- 
pose of establishing its financial responsibility 
before the Alberta Conservation Board, the Board of 
Transport Commissioners for Canada, the Federal Power 
Commission of the United States, and the Insurance 
Companies and other investors in senior securities 
of Westcoast as required in order to obvtain the funds 
with which the project could be built, Westcoast 
entered into a contract with Inland in 1952 under 


which Inland undertook to serve every community which 
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it was possible for it to serve in British Columbis 
With gas. 

The Inland Company has diligently and 
faithfully performed its undertaking to Westcoast 
and every representation which it has made to the 
authorities above mentioned, and has made natural 
gas service available to every community in the in- 
terior of British Columbia of reasonable size excep- 
ting the East Kootenays area comprising the towns of 
Cranbrook, Kimberley and Fernie. 

In determining its position with regard to 
this controversy Westcoast had to take into account 
the effect on Inland of Westcoast abrogating its 
contract with Inland to the extent of deleting there- 
from the volumes of gas deliverable to Prince George. 

he volume of gas which Prince George will consume 

is a very significant volume in respect to the over- 
ah load factor of the Inland system, and would affect 
materially the price of gas in each of the other 
communities served and would materially reduce the 
volume of interruntible gas available to the British 
Columbia Power Commission at the minimum rate through- 
out central British Columbia under 1Us eonueac. 

with Inland and thereby in turn increase the cost 

ef electricity in the area served. 

Gas is sold in British Columbia at each of 
five power stations in the interior of British 


Columbia and is 22¢ per Mcf. In other words, Inland 
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purchases the gas at 20¢ and delivers it at aa a 
Piveraittéerent statvons. 
THE CHAIRMAN: — That is interruptible? 
MR. McDONALD: that is interruptible; 


all of the engines are gas-oil convertible engines. 
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Reference is made to the correspondence 


which has ensued between Westcoast and the Prince 


1 
a 


George Gas Co. Ltd. attached hereto. This sets forth 
in detail each of the relevant decisions and Orders 
Or Gie rublic Utility Commission of British’ Coiumbia 
and the Lieutenant Governor in Council. 

The exhibits, each of the orders plus the 
Order-in-Council are set out in the exhibits. However, 
T think-1 "should verter; a6 L Nave an this. orier, wo 
the evidence which was given by Mr. Hetherington be- 
fore the Public Utility Commission. 

In giving evidence before the Public Utility 
Commission in April 1956, C.R. Hetherington, a Vice- 
President of Westcoast, stated: 

"T have been asked by the officials of Inland 

Natural Gas Co. Ltd. to advise you of the policy 

of Westcoast with reference to the sales of gas 

Oy it for’ distribution” in che communities in 

the interior of British Columbia." 
It must be observed that Inland was applying to the 
Public Utility Commission to serve somewhere in the 
neighbourhood of 21 communities, involving expenditures 
of somewhere in the neighbourhood of $26 million. The 
aoplication of Prince George was purely incidental 
only in that it was part of he service to the entire 
interior of British Columbia. 

"Tn 1952 Inland agreed with Westcoast to con- 


struct the necessary facilities and distribute 
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gas in all communities in the interior of 
British Columbia which could be economically 
served. Inland made the necessary market 

and engineering studies and satisfied West- 
coast, the Board of Transport Commissioners 

of Canada, and the Federal Power Commission of 
the United States that it could carry out its 
undertaking and sell the volumes of gas which 
they have estimated will be required by the 
said communities in the interior. It was 
essential in 1952 and increasingly essential 
to Westcoast now as a commitment to investors 
in its securities that a strong capable company 
have the responsibility of serving the market 
for gas in the interior of British Columbia. 
By agreement dated the 2nd day of February, 
1955, as amended, Westcoast agreed to sell and 
Inland agreed to purchase on a take or pay 
basis the daily volumes of gas required to 
serve Prince George, Quesnel, Williams Lake, 
and Savona (for service to Kamloops, North 
Kamloops, Vernon, Kelowna, Penticton, and 
small communities en route) and Merritt, sub- 
ject to a minimum daily demand charge on 
15,000 Mcf of gas per day in the year ending 
November 1, 1959, and 18,500 Mcf of gas per 
day in the year ending November 1, 1960, and 


each year thereafter for a total period of 20 
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years: “As*stated above, this’ firm oplieation 
on the part of Inland is a requirement for the 
Penomcrne oy whbieeets of the Le million 
dollar project." 
This firm obligation, together with the British Col- 
umbia Electric firm obligation, together with the 
Pacific Northwest contract provides the three con- 
toacte On wiich the Pinancing’ was’ based. 
"The rate to be charged by Westcoast under the 
terms of the agreement is a demand charge of 


b 2 


83.el per Mcf per month, a commodity charge 


i) 


or 20¢ per Mcf on all gas actually delivered, 
subject to the limitation up to November 1, 


1953, that the combined total of the above 


— 
(e) 
@) 
3 
= 
i?) 
Fy 
\% 
sab) 
iS) 
© 
5) 


charges will not exceed 4 

interruptible charge of 22¢ per Mcf." 
Those rates are identical with the British Columbia 
Electric rate. They are identical with the tariff 
rates of Pacific Northwest, except with one particu- 


lar omission which was referred to by Mr. Wright 


this morning in his brief, and that was the minimum 
rate of 45¢ per Mcf to small communities. I ao not 
have the rate before me but my recollection is that 


there are 2 number of small communities in the States 


of Oregon, Washington and Idaho who do take advan- 
tage of that rate. It has not been published by us 
because we have not had any application of ibt- Bince 


British Columbia has taken a good many thousana 
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militon Met a day, similarly, Inland, and there 
has been no published rate and we have never giver 
consideration to that partacular phase. 
"Further, in order to assure Inland of ade- 
quate gas supplies in the future, Westcoast 
a 2oseegreement is firmly committed to supply 
im whe Tirst instance Us to 32,000 Mer or 
Bas pcr lay Subject, GO The proviso cha vie 
amount may be increased by Inland up to an 
additional 16,000 Mcf per day, with the re- 
sult that Inland has an assured gas supply 


under contract of 48,000 Mcf per day." 


I might just say this: since this evidence 


|- 


Was Piven by Me. Hetnerington, Inland was able to 


) 


Gompbece its negotiations to Pinance the exvension 


a) 


Ol Aeenoupeline irom Pentreton vo. Nelson, Brapisn 


Columbia, wheasc 1s called the West Kootenay service 


area, and with the gas provided by this additional 


contract, Westcoast's obligation to Inland is 66 
iMLitlion cubile feet per day. That transpired subse- 
| quent to this application to the Board of Public 
Utiiiey Commission, andl might modiry 
application was for the service of Inland to Pentic- 
ton and the subsequent one was the one that brought 
in the sddivional cities. 

"tn addition, Inland has the right to obtain 
further supplies if required by its customers 


in priority to any increase in sales to United 
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tates consumers, 

"This agreement is an exclusive contract 
iiwvavor Of iniand, ’” In making this exclusive 
contract, the officials of Westcoast were 
mindful of the work done by Inland since 1952, 
its vinancial resources as an integrated gas 


producing and distributing company, and more 


important, that the combined service to all 


Ne 


ay) 


c 


the towns mentioned will enable Inland to 
serve the whole interior erea at a uniform 
price and sell large interruptible industrial 
volumes, ocarticularly to the Brigish Columbis 
Power Commission at favorable rates. In order 
cO assist Inland in providing the widest pos- 
SEp.e Service in the initial years jor opera 
tion at a reasonable uniform price throughout 
the interior, Westcoast amended its contract 
and agreed to contribute $500,000 ver year 
for 3 1/2 years toward the cost of operation 
of the Inland transmission system." 

It was obvious, from working out the econ- 
omics as to the Inland system, that the revenue which 
could be obtained in the first 3 1/2 years was not 
sufficient to carry the company, so Westcoast has 
provided $500,000, a total of $1,750,000 for that 
period of 3 ie years, by which time Inland's markets 


will have developed to the point where tney can 


carry the market facilities. 
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"At the expiration of this period this contri- 
bution will not be required by Inland because 
of the increased volumes then being transmit- 
ted by it and the monies will be applied by 
Westcoast in meeting the increased cost of 

gas required to be paid to the producers under 
the acceleration provisions of the producers 
gas supply contracts. No other company, either 
now organized or proposed, has approached West- 
coast up to the date hereof with respect to 
purchasing gas for any of the towns mentioned. 
Obviously Westcoast cannot contract for the 
Sale of gas to any other purchaser as long as 
Inland carries out the terms of its contract 
and serves or offers to serve at reasonable 


roves all consumers of fas, Large or. small, 


in its market areas defined in the agreement. 


i WOULO” COAL Out. LUPUREer thay the race: gixeo 


by Westcoast in the Inland agreement which is 
the same as that fixed for sérvice to the B.C. 
Electric area is not a flat price ver Mcf. It 
is a demand commodity rate based on the sale 
of large volumes and designed to secure the 
revenue required by Westcoast to finance and 
Maintain its pipéline operations. It is -cer= 
tain that any sales to purchasers who are 


only able to buy lesser volumes will be made 


by Westcoast at an increased rate. Westcoast 
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is proceeding with its financing and construc- 
tion program. on. the basis of its firm exclu- 
Sive agreement with Inland which Westcoast 
fivibiye believes. Inland will carry, out. in 
every particular." 

I might mention, Mr. Chairman, with regard 
to the West Kootenay extension of the Inland system, 
that in order to make that extension financible, 
Westcoast agreed to accept, for gas delivered by In- 
wand for that portion of the system, a reduction ian 
demand rate, I believe, of $1.15, which will be a 
continuing contribution by Westcoast for the full 
term of 20 years. It will not be a termination at 
the end of 3 1/2 years as the $500,000 is. 

One purpose of the Inland extension is 
that ip eot.gas into the important, industrial areas 
of the West Kootenays in British Columbia, which in- 
cludes the large plant of the Consolidated Mining and 
Smelting Company and the prospective plants of the 
Cellulose Company and others in those areas, parti- 
cularly important because of the great surplus of 
electricity in that area in the Kootenays. 

Now, Mr. Chairman, the balance of the ex- 
hibits cover the judgments of the Utility Commis- 
sion and the Orders of the Council and then the 
corresvondence to which Mr. Wright reLverred (Tits 
morning, ana those exhibits very likely duplicate 


these exhibits. 
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We first received an application from 
Prince George Gas Company Limited on September 26, 
1957. We replied to that request on October 9, 
1957, and I might state the reply outlines what we 
have stated here, that the Public Utility Commis- 
Sion is dealing with the matter and with respecu vo 
the licence, the term of the licence to which Mr. 
Wright referred this morning. Part of that letter 


of October 9, 1957 reads as follows: 


Vere woud point out that the-obifteaviom of 


the Company is to agree to supply gas to any 
Canadian consumer who can be reasonably and 
economically supplied. This obligation has been 


fully met by the Agreement between this Company 


ong smi lend, and" inland's obligation tc sell the 


gas supplied by this Company to consumers in 
the’ Prince George area through such agency as 


is authorized from time to time by appropriate 


SCeLOMW Ol tne Part of “he -Pupliw Uta ties 


Commission of the Province of British Colma. 


"Tt avpears to me that this Company hav- 
ine made provision for a gas supply as required 
by its Licence, the distribution of the gas so 
supplied among consumers in British Columbia 
is a matter wholly within the jurisdiction of 
1 the Provincial authorities .” 

That was signed by Mr. McMahon, and there 


is a subsequent letter in which there is a reiteration 
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of the arguments set out and then a further state- 
ment by Mr. McMahon that he could not see a useful 


purpose being served by further correspondence. 


On the 15th day of October, 1957 L wrote 


to The Honourable Gordon Churchill, Minister of 
Trade and Commerce, Department of Trade and Commerce, 


Ottawa, Ontario, as follows: 


"Dear Mr. Churchill: 

"On behalf of Mr. Frank McMahon, Presi- 
dent of the Westcoast Transmission Company 
Limited, I enclose herewith a copy of his 
reply to a request from Prince George Gas Co. 
God -rhoria. supply of Sas»to hetpurchaseddirect— 
wooeom this Company for distribution -in the 
Cicy Of Prince Georges 

"The Prince George Gas Co. Ltd. suggests 
in its letter of application to this Company, 
that failure to provide service as requested 
would be a default on the part of this Company 
under the terms of its Licence from the Depart- 
ment of Trade and Commerce to export natural 
gas to the United States. 

tvou ew livnete thatein Mm. \MeMahonts 
reply he deals with the above suggestion. The 
fact is that the gas from this Company is 
available at the City boundary of Prince George. 
The Prince George Gas Co. Ltd. now holds a 


Certificate of Public Convenience and Necessity 
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to distribute gas in the City of Prince George 
if it desires to implement the same. The In- 
land Gas Co. Ltd. holds a Certificate of Pub- 
lic Convenience and Necessity to construct, 
and has constructed and made available gas to 
the Prince GeorcenGas! Oo, Wid. saul ther citer 
boundary. The matter of dispute appears to be 
the question of price as between the two 
British Columbia Utility Companies, which 
appears to this Company to be a matter wholly 
within the jurisdiction of the Provincial 
Authorities and is now specifically before 
the Public Utilities Commission of the Pro- 
Ne. 
Yours very truly," 

Signedby myself. 

THE CHATRMAN: Have you had any reply to 
that letter? 

MR. McDONALD: Nowwisiny #fise mhetcen dias 
written, sir, in compliance with the terms of the 
licence and, since this was a refusal to supply, the 
terms require that notice be given to the Minister. 

Pimigntivefer tovyone itempundentTabhl iain 
the statement. One of the conditions is that the 
licencee shall conform to any lawful requirement that 
the Province of British Columbia may stipulate as 
to gas produced in the Province of British Columbia. 


Now, the Public Utilities Act of British Columbia 
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stipulates that the only companies that can con- 
struct and operate gas facilities are those that 


are certified by the Public Utilities Commission 


from time to time, so that the only company that 
Westcoast legally can deal with was the Inland com- 
pany, could legally deal with then and now, the 
Inland company, which has the certificate to attach 
to our line and take gas from us. 

I might also, Mr. Chairman, deal with the 
matter of the Eagle Lake Sawmills Limited applica- 
tion. The correspondence that passed between myself, 
representing Westcoast, and Mr. W.B. Milner, presi- 
dent of Eagle Lake Sawmills Limited -- and, I believe, 
ur. Milner tis ‘the. moving: spirit, as it were, behind 
Prince George Gas Company Limited, although I do not 
believe that appears in the record -- upon receipt 
of this correspondence, this letter, Mr. Chairman, 
my reaction was -- the letter of February 9th con- 
tains a statement of the amount of gas required, and 
this is the letter between Eagle Lake Sawmills Limi- 
ted and Westcoast, addressed to Westcoast, dated 
February 19, 1958. 

MR. PATTILLO: That is the last exhibit 
in the Eagle Lake Sawmills exhibit, V-23-2? 

MR. McDONALD: Yes. Upon receipt of that 


letter I noticed that the amount of gas required for 


one year was 30 million cubic feet per year. Now, 


that. lee less: than LOO miliioncublie Tecu e cay, eucq 
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then I looked at the map and found that this is 
some 14 miles, I believe, from our line. I then 
thought I should find out what the actual situation 


was at the camo and I asked our superintendent of 


pipelines to look into the situation and, pending 
that report,as' I advised Mr. Milner, I waited for 
that report and then it occurred to me subsequently 
that this area was within the terms of the contract 
with Inland Natural Gas, this was part of the area to 
Wiich “hey Mad Service right. 

L then asked Inland to attend on Mr. Milner 
and offer the service required in accordance with 
their undertaking to us. 

it is" a- condition of their contract that 
they serve every reasonable applicant for gas service 
within the area which they occupy. 

"Gas for use in the territory served by the 
buyer." 

Tnie® buyer; Tin this instances” setae.” Lo 
is in the contract between Inland and Westcoast dated 
February, 1955, and a copy of this agreement has 
been filed with the Commission in the consolidated 
gas sales contracts delivered to the Commission at 
Calgary in February. Item J, on page 20, uses the 


term of "seller", and that is Westcoast, in this 


Cane. 


I advised Inland Natural Gas Company, under 


date of April 1, 1958: 
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‘TramPenclosing the following: -- 
1. Letter from Eagle Lake Sawmills Limited 


to this Company requesting natural gas 


Service-av ITS4mi1ll sité ab -Giscome,259C. 
2. Copy of our letter to Eagle Lake Sawmills 

Limited. 

Se CODY’ OL Report or our! Pipeline Superin- 
tendent re proposed service, 

In accordance with the terms of Article 
xi J of the Gas Sales Contract between our 
respective companies dated February end, 1955 
please accept this letter as notice of the 
name and location of a prospective user of 
natural gas. 

Lo will be appreciated if you will give 
immediate consideration to the enclosed appli- 
cation of Eagle Lake Sawmills Limitec reques- 
ting gas service, and keep this Company ad-= 
vised as to the progress in connection there- 
ween." 

The Inland company has been negotiating 
or has advised Mr. Milner, in accordance with the 
exhibit as filed, and they made the offer of ser- 
vice. Now, that is where the matter stands at the 
moment. I have advice from Inland that they have 


made the offer of service, anyway, a cOpy of their 


Qe 


letter of April loth. 


THE CHAIRMAN: That is filed and also a 
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copy of Mr. Milner's reply of April 21st. 

MR. McDONALD: That is right, sir: vi 
have not, as of this date, written to the Honour- 
so lemis Unurchi ti because I was Waiting to see if 
these people had not come to terms. If they do not 
come to terms, of course, then it is a matter for 
Westcoast to take into consideration. 

Mere is something, Mr. Chairman, I think 
I should refer to: there is no mention in the corres- 
pondence, nor has anybody mentioned to me nor have 
anybody in Inland advised me that they have been ad- 
Vieeo Cleany reterecnce to a mill Having Ss eapacicy 
of 70 million board feet, of any intention to use gas 
for industrial purposes; and the volume of 30 million 
Cup Feev, that is, the sale of LOO" Mck 2 cay, at 
an average, to be transported 14 miles -- the trans- 
portation cost alone, on a quick calculation, would 
be somewhere in the neighbourhood of $2.00 per Mcf. 
It is very questionable what the economics of this 
MaGver axve. 

Now, that is something which Inland will 
have to consider. Whether they have done it or not 
I don't know, but a quick appraisal would indicate 
that this is a very marginal gas service. 

THE CHAIRMAN: That is a matter for Eagle 
bake ce’ decide. 

MR, McDONALD: Yes. I was just pointing 


out that what they are going to do in the future -- 
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of course, they have not informed me, of course, 
and I am not sure it has a direct bearing on the 
problem, but I voint out that is something we have 


not been informed on. 


I think I have made clear that nobody in 
Westcoast has the information contained on page 1 
Siaeiee wevcer Of April lst; that 22 the 70) mii- 
iten foot capacity. 

THE CHAIRMAN: But you have it now. 

MR. McDONALD: Oh; yes, then “you, 
have it now. 

MR. PATTILLO: I just have one question I 
would like to ask you at this time, Mr. McDonald. 

MR. McDONALD: I don't want to interrupt 
your question, Mr. Pattillo, but Mr. McMahon has 
one additional item of information which is entirely 
within his province which possibly he should put in. 

MR. PATTILLO: In connection with the 
matter we are discussing? 

MR. McDONALD: In connection with Prince 
George, the Prince George situation. 

MR, PATTILLO: ALL Pight. 

MR. MeMAHON: Mr. Chairman and gentlem, 
early in 1957, when we knew that our pipeline project 


would be completed in late Fall and we were aware of 


she fact that Prince George were having these diffi- 
eulties and were tied up in all the legal complica- 


tions and it looked as though it was going to be 
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impossible for Prince George to complete the pipe- 
line or get gas service when we arrived at the 
Cityaeales, or: cioset to Prince Georges.n le FOO i5 
upon myself and not as an official of Westcoast, 
but as an individual, to attempt to unravel this 
thing, if that were possible, so I wrote to Premier 
Bennevcathis: letter, dated March 22, 1957s, ands I 
Saat 

"Dear Mr. Premier: 

"Construction of Westcoast Transmission 
Company's pipeline is ahead of schedule: and I 
expect natural gas will be available for 
British Columbia somewhere between August 
ist and September 1st. 

"Vancouver is completing its conversion 
to natural gas and work is under way in all 
major communities, with the exception of 
Prince George, to ensure gas service this win- 
ter. The construction of the branch line and 
the distribution system in Prince George in- 
volves a great deal of preparatory work and, 
unless planning and the purchasing of materials 
4s started immediately, Prince George and the 
B.C. Power Commission will not have a supply 
of natural gas this winter. 

"Tn order to ensure that there will not 
be a lengthy delay in gas servi.e 1 PLS 


George, I am prepared to make arrangements 
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to provide the necessary funds and the materials 
for the construction of both the branch line 


and the distribution system in Prince George 


this year. I do not want to own or operate 


these facilities, and I make this offer with 
the understanding that these facilities would 
be sold at the cost to me to the company or 


4. 


companies ultimately empowered to own and 
operate this system. 

"T make this offer because I feel that, 
if the people of Prince George are to have gas 
service this year, the planning and construc- 
tion of the distribution system must be pro- 
ceeded with without delay. I would be pre- 
pared to appear before the proper authorities 
for the purpose of securing any authorizations 
required on the basis which I have outlined 


on advice from you." 
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Now, we found out later that that was 
impossible; there was no way in the world you 
could deliver gas to Prince George ‘at: this: tiie: 
It is tied up legally, and it was then. Now, 
this is a year ago, and I also feel that unless 
they get along with it quickly this year they 
will not have it, 

MR. PATTILLO: The question I would like 
to ask Mr. McDonald is this: At the time or 
Since up to the present moment has Westcoast 
Transmission Company Limited ever been advised 
by the Government of Canada or the Minister of 
Trade and Commerce of the Government of Canada 
that the obligation of Inland to Westcoast 
Transmission Company Limited set out in the 
agreement between Westcoast Transmission Company 
Limited and Inland to supply gas to the interior 
of the province constituted a compliance by 
Westcoast with the terms and conditions of section 
2, sub-section (c) of the permit to export natural 
gas dated the 27th of June, 1955? 

MR, McDONALD: No, we have received no 
communication from the Department of Trade and 
Commerce of any kind since the date of the issue 
of the licence, on June 27th, 1955. 

MR. PATTILLO: Has Westcoast Transmission 
Company Limited at any time requested the Government 


or any Minister of the Government to accept the 
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obligation of Inland as a compliance by Westcoast 
Transmission Company Limited of its obligations 
under section 2, sub-section (c) of the licence? 

MR. McDONALD: No, the matter has not 
been consider so far as I know by any Government 
aepartment. 

MR, PATTILLO: Then you have never re- 
quested it? 

MR. McDONALD: No. 

MReePATTIGEO:: Thank you, 

TREY CHALRMAN? Me. Pavtiliot ip. vrezard 
to the answer which Mr. McDonald gave to your first 
question, I wonder if you would ask the reporter 
torread it Prom the transcript? 

THE REPORTER: "No, we have received no 
communication from the Department of Trade and 
Commerce of any kind since the date of the issue 
ofiitniee tcence-on.June: 27th; 1955". 

THE CHAIRMAN: Yes, but your question was 
directed toward the Government or department of the 
Government. 

MR. PATTILLO: Did you receive anything 
from the Government of Canada itself since the issue 
ofobnellicence on June 27th, 19557 

MR. McDONALD: No, but I think that in 
answer to your question -- I say no to your question, 
but I would like to amplify it this way. This ques- 


tion of the service beyond the main line has received 
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consideration in Ottawa. In presenting our case 
to the Board of Transport Commissioners we filed 
OUrSeOntracts withall our purchasers including 
Inland, the one I read to you a few minutes ago. 
The same documents were filed with the Department 


of Trade and Commerce as part of the material in 


support of the application for the licence. The 
Order in Council approving our licence records 

what Westcoast undertook, as part of acknowledgement 
of the licence, (not in consideration of the issue 
of the licence), and one was from the main line to 
Kamloops, if it was not constructed by the Inland 
Company as contemplated in the submission to the 
Board of Transport Commissioners. Also it under- 
took to build a 40-mile line from Huntingdon to 


Vancouver which was constructed by the British 


Columbia Electric Company which was contemplated 
in the evidence submitted to the Board of Transport 
Commissioners, and to that extent the question of 


service to other communities had been given con- 


Sideration by the Board of Trade and Commerce and 
by the Government. The sales contracts are on 
record but now refer to the Governor-General in 
Counc.) 

MRYPATTILEO:: Thankyou. 

Mr. Tupper, I see you standing up. Are 


there any statements that I have brought out by Mr. 


McDonald with which you disagree as statements of 
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fact? 

MR. TUPPER: Mr. Chairman, I would like 
tO say that there are matters Felaving 26 tiie 
proceedings before the Public Utilities Commission 
as stated by Mr. McDonald with which we would like 
to take issue, but we feel these matters are sub 
Judgice and we feel they should not be dealt with. 

MR. PATTILLO: You agree as a statement 
of fact that there have been hearings before the 
Tuoi Ulla ties: Commission? 

MUP ens Oh. Unolesti onal, 

MR. PATTILLO: Accepting that statement 
of fact and excluding anything that may have been 
said by Mr. McDonald as to what went on there, do 
you agree with the statements of fact that Mr. 
McDonald has brought out here this morning as to 
the controversy between Prince George Gas and 
Westcoast on the one hand and as between Eagle 
Lake Sawmills Limited and Westcoast also? 

THE CHAIRMAN: And Inland. 

MR. PATTIULO: . And Inland. 

MR, TUPPER: I will agree that they do 
not relate insofar as the issues before the Board. 

I would like to ask one question. 

THE CHAIRMAN: Certainly. 

MR. TUPPER: Mr. McDonald, would you 
tell the Commission how it is proposed that East 


Kootenay is to be served by Westcoast Transmission 


Ne 


4 aie 
ota 2A CPs crn se at. 9B) "BeceAl’ Stator 
: iy 
<BOhtpeup eno Mes Ot, ost: Siew eg 
inl kia Wiad 


Holpsinema?: duconteay + (i pevege ad or a ae 


te BLwS ow Tt teen Lape ‘cath, Gee “ae 


30 


‘PGP a aqieater sree am wUs exes dan? 


holve himol en lek Ret aiheetet ont shoted i ad | 
i y a 


AAT BiLwow war dtpcele tein paitodait sa ee bacesn ae a 
ec case GW, gud .Siiua2 ‘sited oF 

ion Afpodda ‘nck fao% ew Bris eddie 
SOT SIA hy GS SRR MOY SRLITODAT |. FM 


oy JSper teed: ove). sxecdté gedd dost 36 


Uo Sete moo, eek ene: obit dag ie 


‘hal 
‘a 
fo Veiipny. AO PREC pe 
A a 
NL Ret | WeOqenoA- RATPeTaAd Ai 
. 


Wo? BOE e aati isos brs doe os 


ny { Ay BN, H j 7 R t aeeotl hit eon vit 6 bie | 
id JOSt to. stoemedede orkhlittiw aseys: troy 
ee S1en: JuOr Sigwowd, ged ol snodam 
Dy SORE. tt vanitos® yeravotinss ene 
Le, see veg a : @S: boa: hee ceno.eddne de sshiesh 


‘ Bot de Ma) Ah ali ob ie & rr k # ‘ 7 
Oi Bor ee oH" hetinid Bis owEed” adic ur 


f ‘UE ta iyi 
* iT LA VoPATS REP AD 


INO4 . OD ACTOR > aM cl seat. | HM. de 
t ' as ’ 
DEMOS. 2 oF SR AR RGR RES 


j 
a 


Sika 
, : ae ie ; aes 


(SVR 
ANGUS, STONEHOUSE & CO. LTD. 3009 
TORONTO, ONTARIO 


Company? 


MR, McDONALD: If the W ostcoast Trans- 
mission Company builds a pipeline from the Alberta 
border to Kingsgate the main line will afford 
hecaiities for laterals for distribution to 
Cranbrook, Kimberly, possibly Creston and the 
other small towns. There is in the evidence 
before the Oil and Gas Conservation Board in 
Alberta, as in the evidence before this Commission, 
a letter from Inland Natural Gas Company in which 
they express the intent that if and when they think 
the time is right they will give consideration to 
building that pipeline. 

MR, TUPPER: Has there been any consid- 
eration given to rates charged in East Kootenay 
as compared with the rates charged elsewhere on 
the Inland system in British Columbia? 

MR, McDONALD: No, I haven't discussed 
that. 

MR. PATPILLO: FT quite tran taeni 
that the rates that may be charged by a provincial 
company such as Inland to municipalities within 
the Province of British Columbia cannot possibly 
come within the jurisdiction of this Commission. 

THE CHAIRMAN: That is right. 

MR. TUPPER: I simply take that position, 
because it was a very parallel situation between 


the service to the community through the imposition 
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of Inland Company in East Kootenay and in British 
Cojmmbias..-That.is all. 

THE CHAIRMAN: Thank you, Mr. Tupper, 
MepeTuppersy si think, 45 oyou have any further ques- 
tions -- 

MR. TUPPER: I would like to make a state- 
ment in connection with Eagle Lake. 

THE CHAIRMAN: Certainly. 

MR. TUPPER: Mr. McDonald raised some 
question about the feasibility of a project there, 


Cuaryous, lear, properly *lithink, «sadd thatuthas 


was, of course, a concern for later. I would like 
to say that the question of the feasibility has 
peen and is still. under consideration and ‘that the 


factor there is, there is a unique situation in 


that the domestic load and the mill rate balance 


each other out; there is an exceptionally high 
load factor. If we can get these things without 


having to pay a middleman's share to Inland, it 


might well be an economic proposition, 

THE (CHATRMAN?-\ Inthaink, Oe. Puppertene 
you wouldn't mind, that Dr. Hardy would like to 
ask you. a. question. 


MR. COMMISSIONER HARDY: Mr. Chairman, 


more or less irrespective of the dispute that seems 
to be involved in what has come forward here today 
and in connection with your recommendation 2 on 


page 9, the City of Prince George realizes thar 
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their proposal here of considerable extension of 
Federal power is compared to what is generally 
accepted in all of the provinces now and there is 
substituted for the provincial jurisdiction a 
Federal jurisdiction, That is really what you 
want. 

MR; TUPPER: Actually what we are 
concerned with, sir, is that the present machinery 
which has been set up and which we feel has not been 
enforced as it should be should be enforced in its 
PresenerrOrm, Orit, In fact, the terms “cr Rervulation 
9 are not sufficiently precise to take care of what 
we think is the clear spirit of the consideration, 
that they should be amended so that, in Tacty the 


Department has the power to take what we think is 


a clear and very obvious course to take. 

MR. COMMISSIONER HARDY: Are you familiar 
with the examples in procedure followed by the 
Saskatoon Power Commission? 

MR. TUPPER: Tam afraid I am not. 

MR, COMMISSIONER HARDY: We had evidence 
laid before us last week which suggested that type 
of extension of Federal control that you are recom- 
mending would be quite objectionable in some part 
of the country. 

MR. TUPPER: Well, sir, we take the posi- 
tion -- we are not asking for any extension of the 


power which is already purported to be given under 
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the provisions of the Exportation of Power and 
Fluids and the Importation of Gas Act, the power 
already exists. It may well be that during & 
period to clearly define the machinery this power 
should bes enforced in the regulations. No action 
has been taken at the present time to enforce the 
recutavions, ‘Powerydoes exist under the Act; and 
the prompt and quick way of dealing with the situ- 
avion is by Way of enrorcine that regulation, 

MR. COMMISSIONER HARDY: But your case 
is presently being dealt with by the Public Utili- 
ties Commission in the Province. 

Rea ctUPPER: “That. de. eorrecs, 

MR, COMMISSIONER HARDY: That would be the 
@ase, as we understand it, in most of the other 
western provinces, and what you are asking for is 
that their jurisdiction be overridden by Federal 
TOL eGsC ULON. 

MR, TUPPER: I am suggesting that there 
to, gi coc, & double-barrelled approach on the 
matter, and one matter is before the courts and 
cannot be discussed. There is another matter, 
without any amendment whatever, without any ex- 
tension of their jurisdiction, and it is that 
position that we would ask this Commission to 
encorce., 

THE CHAIRMAN: Mr. Pattillo, is there 


anything further? 
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MR, PATTILLO: I have nothing further, 
Mr. Chairman, 

I suggest that we conclude the repres- 
entations relating to the City of Prince George 
and Eagle Lake Sawmills Limited and adjourn until 
aiter lunch, at which time 1 understand that Mr. 
McMahon, in his capacity as President of Westcoast 
Wishes to make astatement. 

THE CHAIRMAN: Yes, we have copies of 
that statement. 

The Commission will now adjourn, to 
reassemble here in this room at 2 o'clock. 


~--Whereupon the hearings adjourned at 12.30 p.m. 
to be resumed at 2 p.m. 
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Sete ne (SG 2.00 p ii: 


THE CHAIRMAN: .The Commission will now 
recume its hearing. Mr. Pattillo? 

MR. PATTILLO: Mr. Chairman, before we 
hear from Mr. McMahon and the original statement 
that Mr. McMahon proposes to make, although we 
have all had an opportunity to see it, I think 
there are some slight changes in the one I now 
have, before we do that I think Mr. Norris would 
like to have some exhibit numbers allocated to the 
wocumen> he was referring to this morning. 

MR. NORRIS: Mr. Chairman, I would like 
to put in the Reasons for Judgment by Mr. Justice 
O'Halloran, Mr. Justice Davey and Mr. Justice 
sheppard of the British Columbia Court of Appeal 
in the case of the Prince George Gas Co., applicant 
and Inland Natural Gas Company, respondent and 
parts of the factum of the Prince George Gas Co. 
Ltd. on that appeal. I would like to have numbers 
allocated and permission to file the actual docu- 
ments later. 

MR. PATTILLO: I suggest the Reasons 


be marked as V=-23-4. 


---EFXHIBIT NO. V-23-4: Reasons for Judgment by 
Mr. Justice O'Halloran, Mr. 
Justice Davey and Mr. Justice 
Sheppard of the British 
Columbia Court of Appeal. 
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---EXHIBIT NO. V-23-5: Portions of the factum of 
the Prince George Gas Co, Ltd. 
on the appeal. 


MR. NORRIS: Mr. Chairman, I would like to 
call Mr. Frank McMahon, president of the Westcoast 
Transmission Company Limited. I think it is proper 
for me to say at this time, in view of the other 
things that have been said, that he is a great 
British Columbian who has been responsible for the 
| ereacest development in British Calumbia since Sir 
John A. McDonald brought the Canadian Pacific Railway 
into this province, carrying on with faith, courage 
and vision over many years in spite of the reverses 
and obstructions that would have discouraged an 
ordinary man. 

I am going to ask Mr, McMahon to read his 
brief and subject to your direction will ask certain 
questions during the course of his reading and then, 
at the conclusion of the reading of the brief, I 
propose to put certain further questions. 

MR. PATTILLO: I had not appreciated that: 
if that is the way you are going to operate, I have 
mo objection to it. If you are going to interrupt 
Mr. McMahon during the course of his reading and 
if you are going to ask him further questions, then 
I think Mr. McMahon should be sworn now before he 


begins. Normally the procedure we follow is to 


neta 


(Swiish oltioal- ssihems) 64% ddsyord blsnodsM .A cufot 


20 pede? ee 20. aix@ Biel , ; : 
band 00.280 sgi9a90,, ‘oonete.aad Wen a 
‘ . AAO @ARB SDH | havy 


OW exit Dhtrow Z osmertedd. <4 seOXAAOM iM 
tesoosuawW sorte to SOECORIS: croxtsttoM Meth aut: Eis8 


oP mag aU 


Tteqory ab Ff nae Pot fnbI ynegnod notesdiianaat | 


oft 793 eldLenoges* need ast ov re Fd fo dletd ba 


16 sorte sided: dato tret op trangoLeveb tsstsety - 


SBOWOD, ET itiw ao srivarso .9onlvorg elds odes 
Sb9EVOX O09 Lo sailgqa af axsey vast revo notety bas | 
MS PpOSSTVOOSLE eved Hiuow dedd enottouadedo Drie 


fan yisntbhso 


“BFI9S Hee Lléiw sofsoor th Ywoy oF Joobdue Sas tetxd 
Hon! Drs satbsex eld to eeavon eg antavbh enolveoup 
1 ,.%eiad 4A to satbéest edd to motaulonos arg 38 
ahotveovo revwl atedsao duq od seoqorg 

(TS PeTeLosigges tom HGrl I sQLITPrag . 
oven + ,OSEISGO ot gatos ats LOY vewodd Bt dads zz 
teprrrecint od witos sap batea Uhs Th G3, Rottost te oct 


ia 


to sdiwoo say satsub AOrsMoM 4M 
(ony Enos eeup Tehsil mid-vas. of anton OI yoy TL 
Log hed womans og biwore crorisioM i shin t 


OF gL wollte? sy as perenan ods yitecttol senaned | 


ao 
ANGUS, STONEHOUSE & CO. LTD. 38 (6 
TORONTO, ONTARIO 


allow the person to read the submission and then 


have them sworn before we started questioning. 


Or COurse tas. 6veryoody knows, we only swear the 
witnesses relating to the pipelines. If you are 


going to follow that procedure, to which I take no 


objection, I suggest Mr. McMahon be sworn. 

MR. NORRIS: I think the questions put 
to Mroe Norris during the course of the reading will 
be very few and I suggest, perhaps, that Mr. McMahon 
be sworn. 

THE CHAIRMAN: I am sure Mr. McMahon will 


not object. 


---EXHIBIT NO. V-23-6: Statement of Frank M. McMahon. 
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Statement of 
FRANK M,. McMAHON 


President—of Westcoast Transmission Company Limited 
er nite ton vompany Limited 
FRANK M. McMAHON, sworn 


MR. NORRIS: Mr. McMahon, you are president 
of Westcoast Transmission Limited. 

MR. McMAHON: Yes, sir. 

MR. NORRIS: And you have prepared a brief 
which you would like to read to this Commission? 

MR. McMAHON: Yes,sir. 

MR. NORRIS: Will you go ahead. 

MR. McMAHON: I am President of Westcoast 
Transmission Company Limited which I organized in 
T9499, E*was also the organizer of Pacific Petroleums 
Ltd., Canadian Atlantic Oil Company Ltd. and Peace 
River Natural Gas Co. Ltd. (which is now Westcoast 
Production Co. Ltd) and I have acted as principal 
Executive Officer in these companies. I have been 
engaged in the oil and gas business for over 30 years. 

I regret that due to illness I was unable 
to attend the hearings of the Commission held at 
Calgary in February. My purpose in attending on this 
occasion is to give the Commission an opportunity of 
examining me in my capacity as principal officer 
of the Westcoast Company, and to place before the 


Commission some of my views in respect to the gas 
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industry, which I hope will be of interest to the 
Commission. 

NORTHERN DEVELOPMENT: As a Canadian born 
in British Columbia, I have long advocated a policy 
of developing the Peace River portion of the north 
country. This principle has guided my efforts over 
the past twenty-five years in the establishing of a 
natural gas industry in western Canada. The placing 
in operation of the Westcoast pipeline system last 
fall marked the culmination of these efforts and 
Sav this policy carried. into effect, 

For over thirty years I have been looking 
for a supply of natural gas for Vancouver and the 
other populated centres of British Columbia. In 
1928 I formed a company, acquired several thousand 
acres of petroleum leases in the Fraser River Delta, 
and drilled wells in the search of gas to supply the 
British Columbia Electric Company. During this 
period the B., C. Electric Company was most interested 
in my project and gave me every cooperation. Al- 
though these efforts did develop some small wells, 
of which I think one or two are still being used to 
Supply farms.inthe.Fraser River Deltas «Ledid mot 
find any really commercial gas. 

When this early day exploratory drilling 
in southern«British.Columbia failed», £4turmed tio 
the more promising western Canada sedimentary basin, 


where at that time the Medicine Hat, Viking and 
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Turner Valley fields had been discovered, 

In looking for similar possible fields in 
the sedimentary basin, my attention was directed to 
a well drilled in 1924 by the Northwest Company, a 
subsidiary of Imperial Oil, near the Village of 
Pouce Coupe in the Peace River country. This 
well struck gas, blew out and burned for many years. 
The Northwest Company abandoned its interest in the 
well and the property. This well produced from a 
sand which appeared to be the same as the sand in 
the vast Viking field near Edmonton, and this parallel 
gave me the idea that there might be another extensive 
gas field like Viking in the Peace River area which 
could serve as a supply for Vancouver, some 650 miles 
to the south. 

I realized that an intensive exploration 
program was necessary requiring large capital. In 
1934 I made a trip to England where I endeavored to 
interest Shell Oil Company, Anglo Iranian and many 
other possible investors. I was introduced in England 
through the Guiness interests who were then invest- 
ing money in Vancouver. I spent some five months in 
England on this occasion. Later I also attempted to 
interest other Canadian and United States oil companies, 


particularly the Standard Oil Company of Cabifornia, 


but at that time there was no money available to 


undertake a project of the magnitude that would be 


required. 
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I was assured, however, by the geological 
staffs of the companies I interviewed, in both England 


and the United States, that the northern part of 


British Columbia and Alberta was one of the largest 
favorably situated but unexplored geological areas of 
the world. 

While it had previously been possible to 
aequinre eacreacer for ‘oid ‘and gas exploration im bot 
Alberta and British Columbia, the Pattullo Government 
or British Columbia had by this time withdraw 
British Columbia lands from exploration and 
development by private enterprise and had itself 
entered upon a development program. I set about 
acquiring acreage in Alberta and negotiating with the 
British Columbia Government for the release of B. C. 
lands. Finally in 1947, after years of negotiation 
with the British Columbia Government and after the 
government had drilled unsuccessfully, legislation 
was enacted permitting exploration by private 
companies. My companies then took out British 
Columbia Government caaieeminion Permits Nos. i, 
Arana 

Peace River Natural Gas drilled up the 
area around the old Northwest Company well in what is 


now known as the Pouce Coupe field. Instead, how- 


1 


ever, of the gas occurring in one vast blanket 
gand similar to the Viking field, as I had hoped, 


well drilling showed that the gas occurred in 
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accumulations on top of structural highs. This 
actuelly turned, out for the best since these sub- 
surface structures can be located by scientific 
methods such as surface geology, core drilling 

and the seismograph. With such means many structures 
were located in the area. We drilled many dry holes 
and teaser wells until in 1951 the discovery well 

in the Fort St. John field came in and exploration 
in British Columbia was off with a blazing start. 

Upon the announcement of our discovery 
of oil and gas in the Fort St. John No. 1 Well 
the major Canadian and American oil companies lost no 
time in taking up exploratory permits covering all 
ef the 30 million acres inthe sedimentary basin 
of British Columbia west of the Rocky Mountains. 

In 1949, when Peace River gas was sti i.t 
mainly an idea, Westcoast applied to export the gas fran 
Alberta over an all-Canadian route designed to 
develop Canada. We did not have an easy road, 
however, as we were bitterly opposed by other com- 
panies, principally Northwest Natural Gas Company 
and Prairie Pipelines Limited, which companies pro- 
posed to take gas from southern Alberta over a 
United States route to the West Coast, then back into 


Canada to Vancouver. The leading contender, Northwest 


Natural Gas Company, had purchase contracts for the 
Pincher Creek field; had sales commitments and 


understandings with the principal gas distributing 
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companies on the west coast, including B. C. Electric; 
and had financing arrangements with leading banking 
and investment firms in the United States. I would 
like to add that the understanding referred to above 
with respect to B. C. Electric is the understand- 

ing set forth in the letter of June 5, 1952 contained 
Pracke Deno. ikbectric! bref iin whieheb, i. ieecuric 
stated that they would buy from whichever company 

was eventually authorized. Their case looked good, 
DUtescedid: nothing’ for-Canada..oThetrivpipelinmerwas 

to be constructed in the United States and Vancouver 
was to get the gas at the end of a stub pipeline 
after the American cities were all served. 

In order to eliminate my opposition, the 
promoters of Northwest Natural offered me a very 
substantial interest in their proposed pipeline 
project if I would abandon my Peace River project 
at that time. If at any time in the fut-re I did 
obtain sufficient gas and did build my Peace River 
project, they would ee the same interest in that 
project. Had I been out only forsthe money; i 
should have taken this deal. Instead, I believed 
in my all-Canadian plan and stuckeoutnf our) yearseot 
costly hearings and negotiations to see my plan 
receive the required authorizations. 

A great deal of time and effort was spent 
by the officials of all of the companies who made 


plans to transmit southern Alberta gas to the Pacific 
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Northwest States via the Crow's Nest Pass route. 
The interests supporting Northwest Natural Gas 
Company, Prairie Pipelines, anid Mid-Continent - 
Pipelines, were unremitting in their efforts to 
advance the proposals of their companies, using 
Uierraae uence in every quarter throughout the oii 
and gas industry and financial circles in Canada 
and the United States. In the face of this opposi- 
tion, because it was the sound one in the interests 
of Canada, the Westcoast proposal prevailed and the 
efforts, time and resources expended by the backers 
of the other companies were totally lost. A similar 
fate could very well have occurred to Westcoast if 
the decision of the authorities in Canada and the 
United States had been in favor of one of the oppos- 
ing factions, 

IT believe that had I not been steadfast 
in my determination to build a pipeline project that 
would develop Canada, there would have been little 
of the present growth in the north country. 
Vancouver would be dependent either upon United 
States gas or would be obtaining gas from the tag- 
end of a United States pipeline serving United States 
communities with Alberta gas, and British Columbia's 
present growing oil and gas industry would be vir- 
tually non-existent. 

The type of development which Mr. 


Diefenbaker and others have so ably advocated for 
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northern Canada has already taken place in the Peace 
River area as a result of the successful conclusion 
of the Westcoast pipeline project. In the Westcoast 
brief submitted to the Commission in February, 

the economic impact of the Westcoast project was 
described in some detail and I would like to high- 
light the development as follows: - 

Ler, The consumers in British Columbia are 
getting an assured supply of natural gas at 
reasonable rates. 

ae More than 2,000 Canadians have been em- 
ployed in pipeline construction for the past two 
years. 

2; More than 800 Canadians have been employed 
in plant construction in the ase two years. 

a4 Permanent employment has been provided 

for more than 600 Canadians in the operation of the 
pipeline and related plant and producing properties. 
ite. The plant at Taylor, B. C. supplies about 
one-half of the motor fuel requirements for the north 
country and has resulted in a decrease of some 20% 
in, gasoline: prices. The plant also supplies propane 
for the whole of the north country at a one-third 
reduction from the price of previous supplies. 

She The plant at Taylor, B. C. will provide 
more than enough sulphur to supply all the require- 
ments of British Columbia pulp and paper mills and 


other industries, and has freed the B. C. industries 
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from their-dependence upon. sulphur from. Texas and 
has correspondingly reduced the flow of United 
states dollars out of TEES 

Or, Following the granting of the export 
permit to Westcoast by the Alberta Conservation 
Board in 1952, drilling activity in the Peace River 
areaihas increased, from 3. rigs working prior to 
that, time. to 36. rigs. working in 1956 and 1957, 
providing employment for some 2000. 

rar The communities in the Peace River area 
have increased from 2 to 5 times in population and 
now modern thriving communities have replaced 

what were formerly isolated outposts dependent solely 
upon agriculture. Nearly all of the domestic, com- 
mercial and industrial requirements for fuel are 
now supplied by low cost natural gas, propane and 
five Weise. 

8, Vancouver, the Lower Mainland and the 
Interior communities of British Golumbias ine tad= 
ing the Okanagan Valley and Trail-Nelson areas, 
are now supplied with low cost natural as... The 
British Columbia Power Commission, in particusar; 
obtains gas at a very much lower cost Than .cor= 
responding industries in the United States, which 
in turn benefits the many users of electricity 
throughout the interior of the Province. 

Oe The consumers of alectricity on the B.C. 


Electric system will be protected and will benefit 
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from the gas to be supplied to that Company for 
thermal electric generation. 

LOY The extension of the Pacific Great East- 
ern Railway from Prince George to the Peace River 
country was made possible by the sulphur, gasoline, 
and other freight revenue provided by the Westcoast 
project. This extension gives the entire area its 
fore direct poutiet to the Coast, and will be ean 
important factor in the economy of the West. 

dol S a result of the market facilities pro- 
vided by the Westcoast pipeline, there will not be 
any large economic loss from the flaring and waste 
Ol Maruval gas incidental to production of o11 in 
the Peace River area; accordingly, the tremendous 
economic waste which has occurred in Alberta need not 
be repeated in British Columbia. 

Mee A final but more indefinite benefit is the 
stimulus given to the expansion of industry into the 
Peace River area as a result of the availability of 
a low cost fuel supply and raw materials for petro- 
chemical manufacture. Already there have been many 
evidences of such interest. 

If I may make a remark, there has been a 
great waste of gas encountered in Texas, Oklahoma 
and all-parts of the United States as a result of 
the production of oil and we did encounter it in 
Alberta. We wasted in Alberta, as a guess, some 


4 trillion feet of gas but there was no market for 
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the gas other than what the local communities 
Useaq; 580, during the process of producing ail 
much gas was flared and that happened in many parts 
of the world until the long transmission line pro- 
vided a market. It happened in Alberta and, to 
some great extent, in the United States. It. just 
so happens in British Columbia we found gas first 
in quantities and we are now taking gas from dry 
gas fields and also from oil wells, gas-oil wells. 
As a result, we are saving every cent of gas now 
that is being produced with the oil. This is probably 
One oF tne Tirst. JI think, T.can sarelon 1s ai Ge 
tie (irs time it has ever .ccurned, in.any.councimy, 
THE CHAIRMAN: That is. very interesting. 
MR. McMAHON: It is going to have a great 
effect although it was probably accidental. 
As part of our development program in the 
Peace River area, Westcoast and its associates con- 
structed two 42-inch diameter pipelines serving the 
two major centres in the area, namely, Dawson Creek 
in British Columbia and Grande Prairie in Alberta. 
The Dawson Creek pipeline was built in 1950, 17 
miles in length, from Pouce Coupe field, Alberta 
to Dawson Creek, British Columbia. This line estab- 
lished that gas could be dehydrated, wells operated, 
and gas transmitted through a pipeline buried 30 
inches under ground without difficulty in 60° below 


zero weather. 
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The first permit granted by the Province 
of Alberta to Westcoast covering the export of gas 
from Pouce Coupe ee condition that Westcoast 
provide for the building of a pipeline system to 
deliver gas to Grande Prairie and Spirit River and 
the small communities between the two centres. This 
pipeline was constructed from the Rycroft field some 
55a les in length, ata cost.in excess of $800,000. 

& migntinterject there,that.,dine has 
now been extended some several miles at a cost of 
an additional $300. 

It was necessary for Westcoast and its 
associates to provide these funds and construct this 
pipeline before the Permit to remove gas from Alberta 
was validated. 

Because of delays in obtaining authoriza- 
tions for Westcoast, it was necessary to go ahead 
with this system and put up the cash required for 
construction before Westcoast had any money available 
from its own financing. 

Both Dawson Creek and Grande Prairie are 
now thriving modern communities and natural gas has 
contributed in a large measure to the growth of these 
centres of population in each Province. Essentially 
100% of the homes use natural gas with 100% space 
heating saturation. All of the electricity 1s genera- 
tea from gas at great saving over other fuels. It 


should be noted that the city gate price at Grande 
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Paginvetis So¢landathe utility company distributes the 
gas at a soread of 28¢, making the price to the con- 
sumer 63¢, about Drea gen COS OL Oe 

Now that a market outlet for natural eas 
is available, developments can be expected to continue 
at an accelerated rate. For example, Pacific Petro- 
leums in February discovered a new gas field near 
Fort Nelson, some 200 miles north of Fort St. John. 

I visualize that as a result of this continued explora- 
tion northward and the exploration efforts of Pacific 
Petroleums, Westcoast Production, their associated 
drilling partners and other producers, a population 
centre similar to Fort St. John will be created at 

Fort Nelson. In turn, Fort Nelson can become the 
NOrenerniperminus of) anvextensiom of the Raciitic 

Great Kastern Railway which, with the Alaska 

Highway, can serve to open up for development a further 
Creat wart, of the morth. 

The: gross gas reserve iy the: PeacenRiver 
portion of Alberta and British Columbia is in excess 
of 5 trillion cubic feet. The Commission has heard 
evidence to the effect that 35 trilliton cubic) Leet 
of producible reserves can be expected to be developed 
by 1062.and that the ultimate reserverwill ber inthe 
neighborhood of 89 trillion cubic feet. 

Although the Westcoast pipeline is presently 
transmitting only about 300,000 Mcf per day, the pipe- 


line canbe exoanded to a capacity of 660,000 Mcf per 
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day by the addition of compressor Stations, and it can 
be expanded further as required by the construction 
OfSavsecond or loop pipelines 

It is my opinion that with the proper in- 
centive to the producers to explore for and develop 
gas and with the proper incentive to the pipeline 
companies to invest money to expand gathering 
systems, processing plants and transmission facilities, 
there can be no question but that adequate gas 
reserves in the Peace River area and transmission 
facilities out of the area will be developed to 
meet all foreseeable future requirements of British 
Columbia vand to provide additional volumes for export 
to the United States. Unless these incentives of 
field price and ready markets are given to the 
producers to invest the many millions of dollars that 
will be required to discover and develop this gas, 
I do not believe that the required volumes of gas 
Gan be made available for consumers in Canada, let 
alone the United States. 

If producers are given such incentives, then 
British Columbia in its turn will have a healthy oil 
and gas industry. The people of British Columbia 
will then benefit from revenue from royalties, the 
sale of Crown lands at auction and all the advantages 
that go with oil and gas developments, just the same 
as have the people of Alberta. Results will all 


depend on securing markets for the gas, developing 
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Throughout all of this development by 
Westcoast, the control ae Company has been kept 
in Canada. 

PRICE OF GAS TO B. C. CONSUMERS: The 
Westcoast brief presented to the Commission detailed 
the arrangements for the sale of gas in British 
Columbia between Westcoast and the two distributing 
companies, B. C. Electric Company Limited and Inland 
Natural Gas Co.. Ltd. While the average price that 
Westcoast obtains from B. C. Electric is 30.5¢ per 
Mef the wholesale price represents only 22% of 
the price paid by the average householder in Vancouver 
of $1.41 per Mcf. The average price received by B. C. 
Rieceric mor all. gas. sales, including .nberruptsole 
industrial, is about $1.00 per Mcf. 

In view of the misunderstandings evidently 
created in this regard, I feel it is desirable to 
give to the Commission background information relative 
to toe wixineg of the price: to, ule distributing 
companies in British Columbia. 

In its original proposal in 1952 Westcoast 
planned to deliver gas to both Canadian and United 
States communities throughout the Pacific northwest 
as a common market with the orincipal customers being 
Vancouver, Seattle and Portland. From the very start 
of negotiations the B. C. Electric Company joined 


with the Seattle Gas Company and the Portland Gas & Cok 
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Company in requesting Westcoast to sell to Vancouver, 
Portland and Seattle at the Same price. 

At a meeting held in the Hotel Vancouver 
i hori eo52iattended by Meret. Ey. Graver of Bec, 
Pace vric Vain och. Gueffroy of Portland Gas & Coke 
Company and Mr. N. H. Gellert of the Seattle Gas 
Company, I was requested to set up a common city 
gate price and to supply gas at a price of 35¢ per 
Mcf at 70% load factor, I agreed to these premises 
and the whole case of Westcoast before the Federal 
Power Commission was presented on this basis and 
supported by the B. C. Electric and Portland Gas & Coke 
Company. 

While we had this arrangement for a common 
price on the west coast, we had no such arrangement 
with the communities in the interior of Washington 
and Idaho, and we proposed a higher rate to Spokane 
and the other communities in that area because the 
costs of transmission were higher. As the Commission 
knows, this plan was turned down by the Federal 
Power Commission, principally on the grounds that the 
Commission did not believe that a large segment of 
tie U. S, mopulacion should be dependent solely upon 
a foreign source of gas and that the Pacific North- 
west Pipeline proposal offered a common price to 
all of the western States and not just the communities 


on the west coast. Instead, Pacific Northwest Pipeline 


was authorized to serve all of the communities and the 
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wholesale city gate rate was fixed at 32¢ per Mcf 


at 90% load factor. 


MR. NORRIS: Mr. Chairman, I would like to 
put in here through Mr. McMahon a copy of the extracts 
from the Vancouver Sun, June 18, 1954, which shows 
the effects of that proceeding in Washington on the 
markets here. 

THE CHATRMAN: On what markets here? 

MR. NORRIS: On all the markets. 

MR. PATTILLO: The stock markets? 

MR. NORRIS: The stock markets. 

THE CHAIRMAN: That is about the one thing 
we are not called upon to investigate; that is, the 
Stock markets. Certainly, we will receive it in evi- 
gence. 

MR, PATTILLO: That would become Exhibit 


acon ts 


---EXHIBIT NO. V-23-7: Extracts from the Vancouver 
Sun, dated June 18, 1954: 
Headlines, Washington Decision. 
B.C. Gas Line killed. Stocks 
tumble here. $110 million 
gamble lost. 
MR. PATTILLO: I think I should put. on tne 
record I have been told that if I keep on with the word 
"y4dlled' that it would probably apply to me before Iam through), 
Following this defeat I started negotiations 


with the prospective purchasers of gas in the western 


United States, including first Pacific Gas and 


: iy OJ J f Pov ‘a sya rae dt ont “ys2THnoy th ie 
9 ie Pal Os : i) 


~ 
; i y e . S * . fe See he : Li ow 1 
—, LO id +: : . 
: P — * ar , wd wate : 
| | Std Lo ge. 6 apiieMot <i 
: : a Reel be et iors est aes ees 
p 2 eas are cel 


WOT POLE 5g NORM Gane 8 HME, fie devnootey én 


z vey J oss _ 
a A i , 


Ho twTL ASS oh eet hemsnet: tede So adoattd-oHd 


es 


i ial oa 


~9290 aves i 


i 
| 


b 

A ' : wa. - at } 

Yaa sm Jaw AO, 3MAMA TAHT BHT tp q 
‘ 7 ; ; 

t Dfe nO) s8IAAOW 5 RM | 


sf? :OR7PP9TAI .AM 


- . 
scetetnieetlirabateammeed en Lah TER rn eres nwt 


; soeetl ~ . ,) — 9 + me . f ee : 
: ‘ 7 ’ ' > Oe : 
. 4 SOO LS A ~' + y gra =o 


‘sp 4 T ; i * [ ar read 3 ‘ Pw) | ZI bre ie, 


7 ‘ ‘ s —_ Pai, | ; n 
1 a Yat rik i Oe 708 » { 4 ee ade ta 4; | sit “Debs In 
f 2 ’ oy ak oH! 4 


eatoh Brith antwos ea : 


i 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


3894 


Electric Company and thenPacific Northwest Pipeline 

After months of negotiation I was able to obtain 

an offer from Pacific Gas and Electric Company to 

buy 400 million cubic feet per day at 20¢ per Mcf 

at 90% load factor, which I considered unsatisfactory. 
Immediately upon being turned down by 


the Federal Power Commission we filed an appeal to 


Ene courts which was making it impossible for Pacific 


Northwest tO Tinance and go ahead with its project. 


fe ler, Get Our appeal had merit but the preceedings 


iy courc could last as much as three years, so hau 


when Pacific Northwest approached us for some 


compromise solution we decided to negotiate. 
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After detailed evaluation of sheir 


} 
market, Pacific Northwest officials felt that 
they could purchase 200 million cubic feet per 
day and I asked a price of 24¢ per Mcf. Pacific 
Northwest officials considered this proposition 
in detail and found that they could not afford 
to pay the 24¢ price because it would raise the 


city gate rates in Portland and Seattle and the 
other cities above the 32¢ price which had been 
authorized by the Federal Power Commission and 
wnich had been determined by the distributing 
companies as the maximum price that they could 
pay and sell the volumes of gas for which they had 
contracted. At the same time Westcoast studied 
the proposal and found that the 200 million cubic 
feet per day was not a sufficiently large volume 
to provide for the financing of the Westcoast 
pipeline. 

In a continuing attempt to reach an 
economic compromise Pacific Northwest went to 
El Paso Natural Gas Company and was successful 
in making arrangements to sell 100 million cubic 
feet per day of additional gas +o El Paso 80 
that Pacific Northwest would ve in a position 
to purchase the 300 million cubic feet per day 
required to finance the Westcoast pipeline. 

The 300 million cubic feet per day of 


Canadian gas was to be consumed in Washington, 
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Oregon, and parts of Idaho north of Boise. Pacific 
Northwest estimated the costs Of Its “systen in 
these States and concluded that the ost of -¢rane= 
porting Canadian gas from the international border 
near Huntingdon, over 700 Miles; UO 24) er thie con 
munities would be about 10¢ per Mef. ‘The inter- 
national border price then was determined by ded- 
ucting the 10¢ from the 32¢ which was the agreed 
city gate price at Veneouver, Seattle and Portland. 

MR. NORRIS: Now, Mr. McMahon, I would 
like to ask you this question. As I understand 
it, in order to use 300 million cubic feet a day 
of Canadian gas Pacific Northwest has had to build 
some (OO miles of pipeline to get the gas to the 
various cities to be served with Canadian gas at 
a cost originally estimated at 10¢ per Mcf. Now, 
had you been successful in the first instance and 
Westcoast, Inc. were serving these communities, 
Westcoast, Inc. would have had a border price that 
would reflect the estimated 10¢ transmission charge 
in the United States. In other words, the border 
price would have had to be 10¢ less per Mef than the 
uniform city gate price in Vancouver and communi- 
ties served in Washington and Oregon. 

MR. McMAHON: That is correct. 

While Pacific Northwest Pipeline orig- 
inally estimated that this transportation cost 


would be about 10¢ per Mcf, I have checked with 
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Pacific Northwest and find that the actual cost today 
is about 16¢ per Mcf. The actual cost of the Pacific 
Northwest system north of Boise, Idaho requiréed-to 
absorb the Canadian gas is $93,385,138 and the cost 
of service to earn a 6-1/2% return is $15,693,241 
annually. For the sale of 300 million cubic feet 
per day at 90% load factor, this annual cost amounts 
to about 16¢ per Mcf. As a result, the Pacific 
Northwest Pipeline Corporation has had to apply to 
the Federal Power Commission for a 17% rate in- 
crease for the American cities, which increase 

went into effect in February. 

If Westcoast had been successful before 
the Federal Power Commission in the first instance 
and was today supplying these communities in 
Washington, Oregon and Idaho, we, likewise, would 
be faced with this 16¢ transmission charge and 
would have to go to the Federal Power Commission 
for a rate increase and, in keeping witn the agree- 
ment between the B. C. Electric, and Portland and 
Seattle Companies, we would have had to raise the 
Vancouver city gate price in like amount. Under 
these circumstances, the Westcoast contract with 
Heo. KE lectrico which fixes thesvaves for 20 years 2 
very much in the interests of Vancouver consumers 
BndiB,;. Cy Rhkectric, which; iek! caurse, iseapne ex= 
planation of why B. C. Electric wishes to exempt 


its agreements with Westcoast from regulation. 
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MR. NORRIS: There are two substitute 
pages now, Mr. Chairman, 16 and 17. 

MR. McMAHON: Had B.C. Electric béén 
in a position to sign a 90% load factor contract 
to take-or-pay for 300,000 Mcf per day for 20 
years, it could have had the gas for 22¢ and we 
would not have bothered with the U. S. market. 
Bee. BLectric could not do this) (and ses"aimatter 
of fact the maximum day load reached by B. C. 
Electric in the past winter season, which was 
their second winter of natural gas service, was 
a mere 25,000 Mcef per day, less than 10% of the 
volume required to support an economic pipeline. 

Noticnly wacabe. impmactivat clomis arc. 
Electric to sign a take-or-pay contract for 300 
million cubic feet per day, its officers were 
hnevermWilling. to ‘sien definite contracts for tany 
commensurate amount on a take-or-pay for basis. 

As a matter of fact, even the volumes estimated 

to be required by B. C. Electric were so small 

tm the aight. of the population to be served thac 
Westcoast was required, for the purpose of financ- 
ing, to have an independent market estimate pre- 
pared at a cost of over $20,000.00. 

The B. C. Electric Company could not at 
that time and, as the Commission will learn, could 
not today enter a contract on the same terms as 


the United States contract. By March 31, 1958 
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the Westcoast pipeline had been in operation for 
Six months “and B. C. Electric Company had purchased 
4.2 billion cubic feet of natural gas for which 
they paid an average of 30.5¢ per Mcf. Had the 
B. Co. Blectric for example purchased this gas 
underi the U. S. contract with a contract demand 
of 300,000 Mcf per day this gas would have cost 
$2.55 per Mcf. Had the B. C. Electric Company 
Hoven calssegas understheiU..Ss contract opus wack 
a contract demand of 130,000 Mcf per day, which 
isithe actual obligation of Westcoast to deliver 
Eacevous,. C.. Ebectric, theipricecwouldehave been 
$1.10 per Mcf. 

instead ofehaving to contracteon 2er iam 
basisrror- its! future gas) supplies, BasG.ielectric 
obtained a free option from Westcoast to obtain 
all of the gas that it estimates that it requires 
for many years and is not obligated to purchase 
any volume of gas other than that which it actually 
sells; CAccordinglyyoBieCwmiilectric! iseampaepos tion 
t0 develop its markets at its own pace rather than 
be obligated to sell as it would be under a take-or- 
pay for contract. When I say "their own pace” I do 
not mean to infer a slow pace. B. C. Electric has 
informed me that they are spending some $50 million 
in a very extensive main installation program de- 
signed to obtain the maximum attachment of customers. 


The prices charged by Westcoast are far 
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below the prices of competitive fuels so that the 
Dae oe Pe CL ric. 6.5: Ln a position to develop a maxi- 
mum natural gas market. B. C. Electric contracted 
with Westcoast in 1955 for the same price that it 
haga mecquestéed.in. 1952.) Oniginally-ithe price: to. S.C, 
Electric was the same as the corresponding prices 
to United States communities but is now very much 
lower because of the recent price increases in the 
Uneteds cates.) Further, the price to Bac. Blectric 
Dod sed: Lom 4a term of 20. years so that ate price 
will be relatively even lower in the. future as United 
States prices increase further, Considering the 
more favourable city gate,price that: B. C..iHlectric 
enjoys, it. will: be possible for the householder and 
Lust, an British Columbia to uy eas. cheaper than 
comparable consumers in the neighboring states of 
Washington and Oregon. 

Westcoast has also provded. for the sale 
of interruptible industrial gas at 22¢ per Mcf in 
British Columbia which is much more favorable than 
the price of 25¢ paid at Portland and Seattle. In 
addition, the B. C. Power Commission is purchasing 
gas for electric power generation at. 22¢ per Mecf 
which is only a fraction of the cost of competitive 
fuels in the interior of British Columbia. 

While Westcoast does sell gas to Pacific 
Northwest Pipeline Corporation at 22¢ per Mef, this 


is a price paid by one transmission company to 
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It is not the so-called city gate price 


il 
ST 
OIF 


(| 
z fil 


paid by a distributing company to a transmission 


anoviier . 
company as is the sale by Westcoast to B. C. 
Electric. B. C. Electric purchases its gas from 
Westcoast and sells all of it within some 40 miles 
Pacific Northwest, on 
trans- 


of the point of purchase. 
the other hand, purchases the gas at Sumas and 


ransmits it over more than 700 miles of main 
OP the “S00, 000" Merlo be eon 


mission pipeline. 
at Huntingdon to Pacific Northwest, less than 1/3 


is consumed in the State of Washington west of the 
About 1/3 is consumed in the 


Cascade Mountains. 
Dpcave OL “Oregon, more than 225 miles seurn of tie 
As I 


the balance is consumed in Washington 


border, and % 
and Idaho east of the Cascade Mountains. 


have stated, by tne time that Pacific Northwest 


delivers this gas to the corresponding city gates 
the 


of the United States distributing companies, 
city gate price is substantially higher than the 
city gate price charged at Vancouver Wis eieo ee 
In view of these facts which clearly 
show that British Columbia utility companies are 
receiving gas on more favourable terms than United 
G 


States utilities and in view of the fact that the 


consumer could not have obtained any gas 


Bal. 


at a reasonable price without the U. S. market, 
it certainly cannot be true that the B. C. con- 


sumer is subsidizing the sale of gas to the United 
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Svatves. 

The Present Situation: As I previously 
stated, the 22¢ price to Pacific Northwest Pipeline 
Corporation was fixed entirely on the basis of com- 
petitive factors at the time: it was the best price 
that we could get. We sold this initial block of 
gas (necessary to get the whole project under way ) 
under the economic circumstances prevailing in 1954 
with the expectation that we would sell additional 
blocks of gas in the future at higher prices if 
competitive values increased. Carrying out this 
policy determined at the time of entering into the 
initial contract, we are now negotiating for the 
sale of increased volumes of gas to Pacific Northwest 
Pipeline Corporation. at prices which will raise the 
average price for all of the gas, both the original 
gas and the new gas, to its competitive value in the 
tight of circumstances today. 

Future Flans of Westcoast: The Westcoast 
Company is now in business and in the ordinary course 
Of 2t6 pusiness, Westcoast 1s proceeding withnsice 
bropesed project to build @ pipeline From southerm 
Alberta to the international boundary to connect 
With an extension of the Pacific Northwest pipeline 
in Idaho which will provide the most economic out- 
let for either a small or a large volume of gas 
surplus to the needs of Canada. This project is 


supplementary to the Westcoast pipeline from the 
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Peace River area since it provides a means whereby 
Westcoast can provide a second source of supply 

to its customers in Canada and to the United States 
through Pacific Northwest and El Paso and the market 
areas which they serve, 

Just as our Peace River pipeline spurred 
the economy of the north country and provided new 
natural gas services to populated centres, 80 wilt 
our new proposed line supply gas to southwestern 
Alberta and southeastern British Columbia comnuni- 
ties which have not enjoyed this service, and 
millions of dollars of new investment will be added 
to the economy of southwestern Alberta. Details of 
this plan were presented before the Commission and 
Lt am confident that the Commission can see the merits 
of this plan and I am hopeful that it will report 
favorably upon same. 

ALSOG any Uhe ordinary course of 20s businecs. 
Westcoast is planning to extend its gathering system 
in the Peace River area, to increase its compressor 
capacity and to loop its existing pipeline to take 
care of increasing markets in both Canada and the 
United States. 

All of which is respectfully submitted. 

MR. NORRIS: Now, Mr. McMahon, I would like 
to read you certain evidence, which I think is the 
quickest way of doing it, and get you to comment on 
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THE CHAIRMAN: Mr. Norris, would you 
like to have a ten minute break before you do that? 

MR. NORRIS: Yes, Mr. Chairman, it would 
be very hedpful, 

THE CHAIRMAN: We will recess for ten 


minutes. 


---A snort recess, 
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THE CHALRMAN 


Gentlemen, the Commission 
will now resume its hearing. 


Mow Norris? 


MR. NORRIS: ban 


McMahon, I am proposing 
to read to you certain extracts from the evidence, 


part of which were in previous hearings in Calgary 
and part of it here and in the B.C. Electric Drea 5 
and I am going to put these extracts to you and ask 


you for answers and a comment on it. 


Now, will you refer to Volume 
ts 107 


Oo, at page 
The Chairman is questioning Mr. Hetherington 
and this is the quotation: 


"THE CHAIRMAN: 


There is one question that I 
would like to ask Mr. Hetherington. Assum- 


ing for a moment that B.C. Electric was pre- 


pared to purchase the same quantity, 300 


million cubic: feet, of gas, would you be 
prepared to give them a contract with the 
same 1 


cerms as the contract with Pacific 


Northwest? 
"MR. HETHERINGTON: In the light of the situation 
as LI know it today we would not be. 
"THE CHAIRMAN: 


Thank you." 
Now, I ask you, Mr. McMahon: 


would you have been pre- 
pared to give such a contract to B.C. Electric Com- 
pany at that time? 


MR. McMAHON: Yes, 
have been. 


at that time we would 
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MR. NORRIS: The next quotation I am going 
to put to you is from the British Columbia Electric 
brief, at page 23. Mr. Robertson was reading this 
and it ~eads as) follows: 

"However, during the negotiations B.C. Elec- 
tric told Westcoast that it would strenuously 
oppose the granting of any licence under the 
Exportation of Power and Fluids and Importa- 
tion of Gas Act for the exportation by West- 
coast to Pacific Northwest at the vrice of 
2e¢ per iier .df-the 100) midiion*e.2. gd aper 
cou inv sddaL om vovthie S00 million iC. 
carledefor by section; of Article Ty or 

the agreement of llth December, 1954. B.C. 
Electric now urges this Commission to make 

a recommendation accordingly in its report, 
that recommendation to be acted unon until 

a National Energy Board is formed and func- 
ohoning.” 

Now, he is dealing with this 100 million. 
Now I am going to read you another part, Volume 12; 
page 1730, where the Chairman was questioning Nr. 
McDonald: 

"THE CHAIRMAN: So what you, in effect, are 

planning to do I assume is to enjoy a 

better price for the additional 150 

million feet to bring the total up to 


250 million feet, assuming you get the 
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price up to a price that is going to be 
profitable and give you 7 1/2 per cent 
netvurn? 

"MR. McDONALD: That would be the ultimate ob- 
Ject of our negotiations; we will endeavour 

Co.fet that. 

"THE CHAIRMAN: herefore ,, if you.didy tt eeerurns 
permit for the additional 150 million cubic 
feet not covered by this, you would have 
no obligation with respect to that addi- 
tional 100 million cubic feet to deliver 
to Pacific Northwest? 

"MR. McDONALD: That is correct. 

“it CHATRMAN: Ts that a.fain summation of 
the present legal position? 

"MR. McDONALD: Yes, that <is. the’ exact.position.” 

Now, Mr. McMahon, I ask you this: In the 
light of Mr. McDonald's answer as elicited by the 
Chairman, it would appear that there was no need for 
Mr. Robertson's apprehension as indicated in the 
first.quotation. Do you agree to that? 

MR. McMAHON: I agree to that. and, fur- 
ther to that, the old contract is.nuis) and sold now, 
We are hoping that we will be able to deliver a fur- 
ther 250 million feet to the Pacific Northwest at 
some future date, but we have not arrived at prices. 
Tt will have to be on suitable terms to ourselves 


which will give us a much better price, across the 
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board, so we have no obligation now whatsoever in 


4 


that respect. 
MR. NORRIS: Now I am going to read from 
Volume “2; page: 1753): 
"Q. Can we get back now to this, then: unless 
you do obtain a permit to export addition- 


fw te 


al quantities of gas to the United States 
at Sumas, uncer the present situation 

as it exists today, the Canadian consumer 

on this line and the »roducers supplying 

this line will be the two groups which 
are subsidizing the sales to the United 

States? 

Ms NoywL Gdon't agree with ther 
Now I ask you: was there any such subsidy? 

MR. McMAHON: I do not agree that there was 
any such subsidy and I-would “Like"to point out ‘chat 
when it came ‘time to decide upon the size-of pipe- 
line that we should install originally -- this was 
quite some time back -- I wanted to build the lar- 


+ 


gest big-inch pipeline that I could afford. Working 


4 


strictly on the volumes of gas that the B.C. Hlec- 


Cenc .estimated that they would require, 9h “sroula 
have built a 2lt-inch pipeline instead of a 30-inch 

vipeline. At that time all our operations were with 
respect to a 24-inch line, although we had done con- 


siderable work as to the costs of a 30-inch line. 


A 24-inch pipeline would have cost about 
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$103 million instead of $172 million that we actu- 
ally spent, and the revenue from the sale of 300 
million cubic feet per day at 22¢ would have pro- 
duced very attractive earnings on the $108 million 
investment. Now, the 24-inch line would not have 


carried sufficient gas for future markets but there 
were many people that advised us that that is what 
we should do and "forget about what you are going 
to do in the future; supply present needs and make 
a vrofit on that and then loop or build new lines." 
We did not do that. We built a 30-inch line, which 
was the best size that we could build between 36 
and 350, 

Now, while a 24-inch line may have been 
adequate, I wanted to build a 36-inch line and I 
spent many thousands of dollars working out the econ- 
omics of large-diameter lines. However, the esti- 
mated available revenue would only support the 
financing of a 30-inch diameter pipeline and that 
is what we built. In view of the development of 
the natural gas market in British Columbia, as sub- 
mitted to the Commission, I am very pleased that 
we built the 30-inch line, alvthough 1 Still wreh i 
covld have afforded a 36-inch pipeline. At the 
present time, with our apolication that is now be- 
fore the Commission in Alberta, we are again contem- 
plating not less than a 30-inch line and we are 


hopeful we will be able to install a 36-inch line. 
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While the sale of 300 million cubic feet 
per day at 22¢ per licf obviously will not produce 
the earnings for the $172 million 30-inch pipeline 
that it would produce for the $108 million 24-inch 
pipeline, the price of gas, to the B.C. consumer 
has not been raised one cent over what it would have 


been had we built the smaller line. The Westcoas 


vi 


Gi 


Company is absorbing this difference by taking lower 
earnings during the initial years with the resolute 
expectation that its earnings will grow and increase 
as the market grows to rill up this larger-diameter 
pipeline. 

If the Commission is to make studies on 
the earnings that can be expected in 


4 


COmBPiGieh Colun- 


from sales of gas 


4. I 


bia and they speculate on the increased sales of gas 
in British Columbia, they must also speculate that 
we will sell additional gas to the Unitea States at 
increased prices. For example, the sale of an 
additional. 200 million cubie feet per oday to the 
United States at about 45¢ per Mcf will bring the 
average price of all of the export gas, both of 

the original 300 million cubic feev per day and 

the new 200 million cubic feet per day to in excess 
of the 30.5¢ presently being paid by B.C. Electric, 
and we are hopeful that that will be the end re- 
sult with this large-diameter pipeline. 


MR. NORRIS: Now, Mr. McMahon, in the 
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brie sie Columbia Electric, brief, at,.page 3. Mr. 
Robertson said: 
"In order to ensure adequate deliverability 
end also to allow for production losses, these 
requirements should »robably be backed up with 
oe proyen reserve ain, the grounder betweenw7, 


and, Ootrillton-«cubic 


a 4 if 
Ay 


Peer. 
Deonyou agree with Mr. Robertson's statement? 

MR. McMAHON: Leagree with Mr. BKoberteon's 
Seacvement,.oThe only thing.that has tobe, poinved 
own? 2 bebleve, is<chat..our.experlence nue Peace 
River erea and the experience of many ovhers in 
Aipertatand other olaced is that it.is going to)cost 
approximately $20 million, $20. to. $25 million, for 
every trillion cubic feet. that is discovered and 
develoved. Now, that amounts to something in the 
rence, er. 2 bo 6.1/72e¢ per Met .in order to.do that 
and keep the producers working, we are going to 
have to have reasonably good field prices that will 
give the incentive to the producers to Spend that 
amount of money and we have to have ready markets 
end, if gas should be sold on the basis where iG 
could be restricted in some reasonable way that 
will provide sufficient reserves for the Canadian 
markets, you will have to export some, because dur- 
ing the process of development, this gas, quite 
a large quancity of i 
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able to develop gas for the consumers in DYECLSh 
Columbia and keep ahead of the consumers in British 
Columbia, some severe. years ahead of them at all 
times, we must provide <« real incentive to the NLO- 
ducer. He is really the fellow who is laying the 
golden eggs, when it comes down to the final analy- 


; 


sis, and fie has to make a fair return on his “nvest- 
ment. 

Now, there are several situations in 
Conada today where the large o11 companies will not 
Sell their gas at the prices that we now offer to 
pay. That does not mean only what we are offering 
but what Trans-Canada is offering, and others, be- 


J 


cause they do not feel that they should sell the 


his time, that they will get a better orice 


as they go down the road, and that hes happened in 
the United Stetes; they have held gas in reserve 

li many places. Most pipelines tnat Have been buile 
inthe United States, and that is the only place 
where we have gas pivelines, ana the ocher places 
in Canada where we have a big line tocay is West- 
coast and Trans-Canada --- most of those pipelines 
were started off with gas field prices that ranged 
from very low figures, 5¢ a thousand, on up to 6¢ 
or 7¢ and so forth, and the average price of gas 
in the United States today is approximately S¢ to 
10¢ for all transmission gas, all sysvems. 


Tt is true that there-ts Pots or eas Being 
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sold today at higher field prices, 1og¢56 20d5 22d, 
Beemaciwas 22¢., but that gas, generally speaking, 
is going into systems which have already been built 
and amortized and the transportation charges are 
much less than a new project) woudd) be, 

Mr. Hetherington reminds me here that to 
develop oO trillion feet ae Boing! bo ieostedn the 
range of $160 million for the aevelopment of the 
gas alone. It will cost at least $50 million more 
for plant and another -- these are all rule of thumb 
-- another $50 million to gather chat amount of 
gas, so you have something considerably over that 
$200 million that will have to be invested over the 
hen several years to develop this) GS: trillden feet. 

MR. NORRIS: Now, Mr. McMahon, at pages 
bo US vor. the Bucy blectriie briat ,Wite .WiRoberteon 
deals with the constitution of a National Energy 
Board’ and the reguletion of the export of natural 
Gas, You Renrd, his evidence, 2 ask you, 2f sour 
Opinion, shoulda: there -.be, one, Pesuleclomiol prices 
from pipeline compenies to distributors ana, two, 


minimum orices for export? 


MR, McMAHON: Liwilllse segoyestiiee both 
questions. 
MR. NORRIS: Perhaps I shoulda add, when 
| 


you come to that, what would be the nature of the 


regulatory board? 


MR. McMAHON: Well, we have given this 
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a certain amount of consideration and we are cer- 
tainly very interested in ltioel wouldUhikestonscay 
that at least for the oresent it would be my recom- 
mendation that the Board of Transport Commissioners 
handle energy regulation with respect Eoomvend 
gas. 

The: reason I say "for the présent'" sis 
that the Board is available and we are all ina hurry 
to get along with our business. 

Now, the second thing: the Board of Trans- 
port Commissioners will require some additional staff, 
but the staff need only be a minimum staff. The 
Board can retain and call upon expert consultants 
to undertake special studies when they arise, such as 

a) geologic evaluation of gas ana oil reserves; 

b) evaluation of markets in the United States 
or Canada; 

c) engineering costs and operating estimates 
for paoeiimes ; 

d) special accounting investigations. 

All of these services can be efficiently 
supplied at minimum cost by highly qualified geo- 
logic, engineering and accounting consultants 
familiar with the industry and always available. 
During such times as special studies are not re- 
quired, the Commission is not burdened with a large 
and expensive staff. These consultants can be kept 


ea 


available on customary industry retainer. 
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For the »urpose o? avoroving pipeline 
construction and safety of pipelines, the Board of 
Transport Commissioners has acted Very Cllicienyiy. 
The entire hearings for the 4 major Canadian vipe- 


lines today, Westcoast, Trans-Canada, Interprovincial 


and Trans Mountain required a total of between 10 to 


15 days before the Board of Transport Commissioners 
to obtain authorizations to build their projects. 

Now, an alternative is this: the days 
spent in Alberta, in hearings, was 136 days; before 
the Federal Power Commission, we spent 217 days. 
These are actual hearing days. These are after many 
adjournments and various other things. 

MR. NORRIS: That was 136 days in Alberta 
and 217 days before the Federal Power Commission in 
Washington? 

Mite MeMAHON: “Tac ws coprect? 

MR. NORRIS: As against 10 to 15 days? 

MR, McMAHON: Westcoast spent 4 days; 
Urans-Canada, 2 or oe IMterprovinctal, 2 or 35.240 
Trans, Mountain , 2 or Ss, 

In large part, the Board of Transport Com- 
missioners relies upon the evidence of experts in 
the field rather than upon analyses by their own 
starr.) There Will riot be~ so many pipelines burke 7 
Canada that the Board of Transport Commissioners re- 
quires a full-time staff to analyze all the phases 


of the pipeline business. 
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I believe that, for instance, rate hear- 
ings, export vermits will probably be among the 
things which take up most of the time. 

Now, in order to finance one of these 
pipeline projects -- and I am sure everybody here 
realizes this, but I. would like to dwell on it for 
& moment -- we have to go to the Metrovolitan Life 
imsurance.Company or the, Sun: Life,» andthe first 
thing they require is complete engineering data by 
highly competent people, and your costs, your geo- 
logy must be done by independent geologists of 
worla renown. They have to be highly qualified and 
there has to be more than one, so before you can go 
to them to borrow your money, from the large insur- 
ance companies, they require two geological opinions 
from the highest authority. These fellows.have te 
be fully qualified. They will not accept engineering 
studies that are not. done by recognized people, such 
as, we will say, Canadian Bechtel or Ford, Bacon & 
Davis or Stone & Webster and many others. 

Before we ever go to the Boara of Transport 
Commissioners or any Commission that may be set up, 
we Will have to arrive at..all the cetails that ‘have 
been put together by this type of people, that has 
already been examined and gone through to some great 

xtent and comb it, because we have to show finan- 
cial responsibility before we can come before any 


Board, and the result is that we have had to put 
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these engineering and accounting matters, and every 
part of it, before the Board with the proper ex- 
perts. 

Now, I believe that if a Board were in a 
position also to employ temporarily or retain tem- 
porarily, at times when these conditions arise, that 
Bame) Gypex.oL geologist..or engineering Tirm, or an 
accounting firm -- take the firm of Arthur, Anderson, 
which LL. only mention because they doa lot of pipe- 
Wne.work,Anwthe United States;.or take Prices, Water= 
house, that we use, who know all about the costs of 
pipelines and rates and 

Now, in order to employ technical starf 
of that type and keep them employed at all times on 
pipeline work alone, oil or gas, or both, would re- 
quire a lot of money, and I do not know whether you 
would have the same results that you would get from 
possibly employing ouvside help, at least temporarily, 
and I would like to see oil and gas handled by one 
Board, if that is possible, or one group of people, 
and I think it is divorced completely from coal and 
other types of energy, because i has’ so -menys Olnes 
complications, this business, chat. it: may now be 


the same as in, for instance, a.c0mLe Snerey. 
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MR, NORRIS: You think there should be 
regulation of prices from the pipeline companies 
to the distributors; a minimum of prices for 
export. 

In volume 25, pages 3635 - 3636 Mr. 
Pattillo asked Mr. Purdy: "Then, when you came 
to 1957 and you decided that you were going to 
build this thermal plant, to which you refer 
Starving at page cl of your brief, why, wien you 
Wesocreted’ that contract, did you not fixe firm 
price for the residue of 48 million?" Why was 
there no fixed price for this 45 million cubic feet, 
do you know Mr. McMahon? 

MR. McMAHON:s” ZI" belteve the correct answer 
is thae-wnen B.C; Electric were contemplating "these 
plants, they were starting off in units of one or 
two. L believe the idea was to build two units at 
a time. 1 believe they are going to build two units 
now and they stated they wanted gas at some certain 
date to supply those two units and subsequent to 
that build two more units and at some later date 
they would need gas for those two units and they 
contemplated building six units altogether but they 
said that would be over a period of a long time. 

I think the way they talked about this it was on 
the basis they were sure to build Due #2 *tiey a 
not build the four the gas they would ask for at 


this time would be drawn into their system anyhow 
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and they would absorb it if they did not build the 
other two units. When it is $0 many years down the 
road it is hard to contract for gas that you are 
going to have to buy six, eight or ten years from 
now. It was by agreement between us there was no 
contract made although we said we would do every- 
thing in our power to reserve 144 million cubic 
feet for them, 

MR. NORRIS: Mr. McMahon, on page 29 of 
toe 8.C.- Electric brier followings the recommendaciron 
appears: 

" _ -~ that consideration be given to enabling 
"suthorized Canadian distributors on occasion 
"to purchase their own supplies of natural gas 
"sn the field and have them wheeled by pipeline 
"companies to the areas of distribution, and 
"in this way avoid paying higher field prices 
"on natural gas previously contracted for con- 
"sumption in the United States." 

What have you to say as to the practicab- 
ility of using Westcoast as a common carrier as was 
indicated? 

MR. McMAHON: At the minute we could not 
Saveanat even it somebody came to us that we con- 
tract with B. C. Electric to supply them with con- 
siderably more gas, the facilities we presently 
have would not carry anymore gas unless we put in 


more compression. I do not think we could possibly 
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do it. Not only that, I think it is impracticable 
because nobody is going to slide in under these 

big operators. I think, Mr, Chairman, you mentioned 
that the other day to get away from this favoured 
Hhaytone clause... There is 2 trillion feet of gas 
sitting up there right now that we cannot buy or 
Box mom or anything elsed <b us. just ehtbing salone= 
side of our pipelines not owned by us but owned 

by others. If you could offer them a big enough 
price so what they would sell:it 2o you there aien: 
be places where you would pay it but it would have 
bon ipe! 2 sizable orkee and. I do not think-ue ae 
practic als, 

MR. NORRIS: Following the presentation 
ofthe Bec. Electric brief on Monday, 1? was. sug- 
gested that the Canadian public is being required 
to pay an inordinate amount for gas being a resource 
which is owned by Canadian citizens. Will you state 
the wholesale prices being charged by Westcoast and 
by Pacific Northwest Pipeline Corporation, and 
the resulting retail prices being charged by the 
British Columbia Electric Company on the one hand 
and the neighboring utilities in the United States 
Ons Che taGher? 

MR. McMAHON: IL stated in my brief that 
B.C. Electric obtains its gas from Westcoast at 
an average price of about 30.5¢ per Mcef which is 


33% of the average retail price of $1.00 per Mcf 
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and 22% of the price of $1.41 per Mcf, which the 
average householder in Vancouver pays... The utility 
companies in Seattle, Portland and Spokane pay a 
higher wholesale price and sell to the average 
householder at or about the same rate as. B.C. 
HLecteue.  As,.the load, increases.on,the.distribu- 
Uion- system that B.C. Electric has installed, the 
price.to the average householder.in Vancouver can 
be expected to come down substantially. 

With respect to the United States, West- 
coast sells interruptible industrial gas to B.C. 
Biegirice atweled. per Mcf,. which) BeC..Hleciric! pe> 
Sells.at.about40¢ per Mef,»,In the neighboring 
United.States, the utility companies.pay an average 
Skusbout.ey¢ per Mcf fon interruptible industrial 
gas and re-sell it for about 35¢. 

In my brief at page 17, that I just read, 
when we drew this brief we did not take into con- 
sideration the 174% rate increase so, that should 
read 27¢ rather than 25¢. 

THE CHAIRMAN: What page is that? 

MR. NORRIS: The last paragraph on page hos 
"Westcoast has also provided for the sale of 
"Interruptible industrial gas at 22¢ per Mcf 
"sn British Columbia which is much more favour- 
"able than the price of 25¢ paid at Portland 
"and Seattle." 


Mr, McMahon now says that figure of 25¢ should be 27¢3 
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the original price was 25 and it is now 27. 

MR. McMAHON: It seems that much of the 
publicity and various things that have been said 
about us -- most people consider a 22¢ price at 
une border is the price that the public are paying 
for gas. When we applied for the Federal Power 
Commission we had what is known as Westcoast Incor- 
porated. It had to be an American company organized 
in the United States and we were going to purchase 
gas from Westcoast Limited and we were going to have 
a border price but we would have owned both those 
projects. Westcoast Incrrporated was a wholly-owned 
subsidiary of Westcoast Limited and even had our pro- 
ject gone through several years ago when we were 
turned down, Westcoast would have had a border price 
that would have been substantially less than the 
prices that Portland and Seattle would have had to 
pay for the gas from B. C. Electric and that was by 
arrangement with those three. It had to be less 
because in each case the gas had to be transported 
to their consumers and the price was set between 
Portland, Seattle and Vancouver and so, because we 
were doing business between two countries -- had it 
been we were doing business in one country, either 
the United States or Canada, and those three cities 
or communities were in that particular country, we 
would have had no border price and we would not have 


nad this contention about a 22¢ price. This whole 
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thing was based on the economics to supply gas in 
Portland, Seattle and Vancouver at a postage stamp 
Gave, 

There is only one more thing I would like 
TO.valk about 4 Little: there is 4 certain, urgency 
to this whole thing. The gas and oil business in 
Alberta and British Columbia today has slowed down, 
not to a walk but has slowed down quite a lot and 
it is principally because we have no markets for 
our product. We are not selling much gas to anybody. 
We are talking about selling a lot of gas but, so 
far, we are not selling it and we have been cut 
Gow on, our o1]1 exports. 

The United States has quit buying oil, 
in certain parts of the country and have set up 
embargoes. The result is we are only producing a 
small portion of the oil that we can produce and 
thet, in tum, basa ecreat bearing on the gas 
business. Nearly every well, not all wells but 
nearly every field discovered in Alberta or British 
Columbia -- I say not all but nearly all -- was by 
reason of the fact that companies were looking for 
oil; they were searching for oil and because the 
geological conditions they found gas instead of oil 
or oil with gas or gas with oil. 

Today we are flaring at even our restricted 
pasis of producing oil, it is very restricted, today == 


in Alberta we are producing 250,000 barrels, it 
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fluctuates from day to day and we are wasting some 
2v0 million feet of gas per day; we are burning ity 
If the oil restrictions were listed and we could 
show more oll we would probably be wasting twice 
that amount of gas. So here is a product flowing 
Mico owe air thac is “being burned. 

There are other things we have to take 
into consideration. An application by an outfit 
called Trans Western Pipe Line Company who propose 
£6 build a 670-mile 30-inch line carrying 350 million 
feet per day from Oklahoma, the Pan Handle, West 
Texas to the Arizona border of California. I happen 
to know the men who are promoting this project. 

They are people of substance. There are others 
trying to do the same thing and that is gas that 
ig going to go into the Pacific Northwest or California 
areas, if they are successful with their applica- 
tion it is going to preclude Canadians from getting 
some of this market. It is not true that the 
United States is short of gas; a lot of people 
think they are but it is far from being Crue: 
have just gov’ one Little statement with reference 
to Texas; Texas produces some 48% of the gas and 
has about 48% of the reserves in 1946 amounting to 
about 78.3 trillion feet and in 1956 the reserves 
amounted to 108.2 trillion feet and cis *ie-ercver 
a withdrawal of 30.35 trillion feet. From 1946 to 


1955 Texas reserves have increased from 78.3 to 
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108.2 trillion cubic feet. Thus, more than 60 trillion 
cup set: ihave been found in tem years., Thatais 
over 260 trillion feet of proven gas; this is not 
some problematical gas you have to search for. It 
is in reserves in the United States right now and 
they will find more. They found 21 trillion feet 
last year; that is almost as much as we have in 
Alberta after some years of exploration work. 
Therefore, I think there is some urgency to get 
the gas business and the oil business on the road. 
I am very pleased to see we have a Commission that 
is going to make recommendations to help this 
business out. We are going to need it. 

MR. NORRIS: That is all I wish to ask 
Mr. MeMahon at this time. I wanted to say a word 
or two about public utilities and have in mind 
certain questions Dr. Hardy asked the other day 
and I do not know whether this is the opportune 
moment or whether it should be a little Later, 

THE CHAIRMAN: I see no reason why you 
should not do it now. 

MR. NORRIS: Perhaps I can make it 
very brief. I do not agree entirely with Mr. 
Robertson in connection with his reference to 
public utilities because a public utilities 
Commission can have an impact on the purchase con- 
tract of public utilities in this province because 


they will simply say, if you have an application 
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} oor increase in rates, they wil] say you have 
entered into a contract and therefore you do not 


get your increase or you had better renegotiate or 
pomething of that sort. 

DR. HARDY: Have they actually done that? 

Mire NORRIor” Lodo not think they have 
actually done that but they have taken it into’ con= 
sideration. 

ii woude Like to just “shortly mention 
sections of the Public Utilities Act. I do not 
think it necessary to read them: Section 8; 
Section 10; Subsection (2), this is Provincial 
Government; Section 16, A and B, A says the Com- 
mission shall consider all matters which it deems 
proper as affecting the rates; 20; 28, that gives 
the Commission power to have general supervision of 
euiePoubetcUTILities and so on; 293 939 “and-7T20 
which particularly says the powers vested in the 
Commission by this Act shall apply notwithstanding 
that the subject matter in respect of which the 
powers are exercisable is a subject matter of any 
agreement or statute. I think those are the only 
sections I need to refer to. 

The other matter I would like to mention, 
of course, is the matter of the rather impractical 
provisions of the British North America Act with 
regard to the regulation of Interprovincial Pipe Lines 


and simply to say this: It is a difficulty, as you 
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perhaps well know, in connection with marketing of 
fruits and vegetables and all those things and in 
Ontario the case of hog marketing of two years ago 
had some amazing results. 

THE CHAIRMAN: Like stocks and bonds, they 
are not within the terms of reference. 

MR. NORRIS: I am afraid I do not know what 


\O 
va 


wou Cooma about Lt, but, there «i traks. 

in regard «co the Prince George: case, LI 
have submitted certain of these Reasons For Judgment 
and other documents and you will see that the 
whole matter my learned friend, Mr. Tupper, referred 
{O.ebo sor the. courts. and, Gneany event, Gs a.mavver 
for the Provincial Public Utilities Commission. 
I refer particularly to Mr. Justice Davey's. judgment, 
pages 6 and 7 and on the merits of Prince George vs. 
Penticton see vages 10 and 15 of his judgment and 
to Mr. Justice Sheppard who, I think, disposed of 
the matter fairly completely. Mr. Justice O'Halloran 
might also be found interesting. 

I do not know, Mr. Chairman, that there 
is any more I can assist this Commission with at 
this hearing. 

THE CHAIRMAN: Mr. McMahon, I want you 
to know that the Commission realizes completely 
why you were unable to be at the hearings in Calgary. 
We are very sorry you were not there but, newerthelees, 


we are grateful you foundit convenient to appear before 
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us in Victoria and the submission which you have 
given today will, undoubtedly, be of great assist- 
ence svomise Alsoyyl think L should telbh you that 
the Commission has certain admirations for the 
vision, foresight and energy with which you and 
your colleagues got together this stupendous project. 
We have an appreciation in the evidence given to us 
in Calgary and, again, you were very modest today 

in soeaking of the difficulties that had to be 
overcome. We realize that it took dogged determina- 
tion and you deserve a great deal of credit. I 
would not in any way detract from Mr. Norris! 
opening remarks about Sir John A. McDonald and the 
CoP oR but. LD swould remind’ you, D think they ram ano 
trouble. That may be small comfort to you and per- 
haps your troubles will gradually get straightened 
out. 

You are aware, sir, the Commission retained 
the services of a firm of engineering consultants, 
Stone and Webster, Inc. to make an independent 
study and analysis on the costs and matters in con= 
nection with the Westcoast contract with Pacific 
Northwest. As your submission to the Commission to- 
day and the questions which Mr. Norris has asked 
you deals in considerable measure with that subject, 
we do not propose at this time to examine you with 


respect to this submission today. 
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£8 soon as reasonably vossible 
after the Commission receives this incependent en- 
gineering report Westcoast will be given a copy and 
we would hope that that would be by the end of May; 
we Can't Gell for sure. The Commission will for- 
molly receive that reports in evidence ab -its hear- 
ings in Toronto commencing July @nd next, and the 
Commission desires that Westcoast, through its 
counsel and technical staff, should cross-examine 
fully the engineers who will then be before it 
With respect to the contents of the report and the 
analyses that it may contain, and we wovld appre- 
Glace it if you would yourself or througn counsel 
undertake now with the Commission that ‘Jestcoast 
will do such cross-examining at such time or, alter- 


natively, then they study this agreement with the 


analyses and facts which are involved in the report. 
Likewise, at that time, if ict should transpire 
thas we Gesire to ask you questions with resvect 
to your submission to us today and the transcrinot 
arising ovt of the questioning, we can have a simi- 
lar undertaking from you that that opportunity 
will then be afforded to us. 

MR, McMANON: We will agree to that, sir, 
and I would thank you very much for your kind re- 
marks and attention. 


THE CHAIRMAN: We are very happy to 
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have this submission from you. You are a Dat Bie 
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legend to us in Calgary. We are glad to see you 
and look forward to seeing you and your technical 
people and counsel in carly July in Toronto, and 
you will receive a copy of the report just as 
S00n as 10 28 available tc us, 
MR. MciMAON : Yes, Me apereciace that, 
THE CHAIRMAN: Thank you very much. 
Mr. Pattillo, is there anything else? 
Mew Patho: There iS nothing else, Me, 
Chairman. I move that we adjourn until tomorrow 
morning and take up the brief of Act Oils. 
THE CHATRMAN: Yes. 
We will now adjourn the hearing of the 
Commission until 10.00 o'clock tomorrow morning in 
this room. 


---Whereupon the hearing adjourned at 3.55 p.m. 
until 10.00 a.m. on Thursday, April 24, 1958. 
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~--On resuming at 10.00 a.m. 
---The Chairman was not present. 


---Mr. Commissioner Levesque in the chair, 


THE DEPUTY CHAIRMAN: Gentlemen, due to 
the unavoidable absence of Mr. Borden, our Chairman, 
I will be presiding for these hearings. So now we 
will proceed and I will ask Mr. Pattillo to speak. 

MR. PATTILLO: Mr. Chairman, this morning 
we propose to take up the submission of Act Oils. 
Before we do so, I understand from Mr. Purdy of 
the B. C. Electric that he would like to make a 
statement for the record concerning some newspaper 


publications that have been, in Mr. Purdy's mind, dis- 


turbing. 
MR, PURDY: Your Commission, Mr. Levesque, 
seems to attract a good deal of attention in the 


newspapers, as it properly should. Westcoast had 


occasion to ask to speak specially to the Commission 
on another bit of newspaper activity with respect to 
the Commission, and I would like to say a few words 
abou the release in The Daily Colonist. I am not 
merely speaking to that, but much of what I say is 
very pertinent to the inquiry of the Commission, 
Now, the headline of The Daily Colonist 


says that B. C. Electric buys gas at 30.5¢ and sells 


it to homes at $1.41. Now, the figures are accurate 
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in themselves but are completely misleading when 
they are hooked together; they have no common rela- 
tionship with one anothor, In that headline we 
are Mevine a mixture ef apples and oranges. So 
that linking those two figures together is extremely 
misleading. We buy gas from Westcoast for a number 
of different types of customers that we serve, and 
these customers are typed by their load factor, 
that is by the regulapity with which they take gas 
over the year, because, as you know in the past, 
we buy gas from Westcoast regularly and all our 
take of gas is very important in determining the 
price that we pay Westcoast for gas. So we buy gas 
from Westcoast for a number of different types of 
customers. At one extreme is the residential heat- 
ing customer, and about 80% to 85% of our volume of 
gas sold to residential customers is usod for 
residential heating. Now, that customer has a load 
factor of 32%, and the price that we pay Wostcoast 
for that gas, the gas going to residential customers, 
is not 30.5¢, it is 53¢ under the demand and commodity 
charge that we pay Westcoast. We, on account of 
our residential customers, have to pay Westcoast 
53¢ for the gas going to the residents, not 30.5¢. 
Now, next in order to the residential 
customers are some moderately steady-using residential| 


customers who will have a load factor of 50% to 60%, 
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and we pay Westcoast 38¢ to 40¢ per Mef for gas for 
them; and down at the other extreme we have the 
interruptible customer, the industry which takes 

gas from us under conditions where we can interrupt 
the supply, and that is a 100% interruptible load 
factor, and for him we don't have to pay Westcoast 
any demand charge. The cost of that gas is 22¢. 

So to get this overall 30.5¢ we have a great variety 
of customers taking gas, and we are paying Westcoast 
different prices for these different customers, and 
the price that we pay for residential heating cus- 
tomers is not 30.5¢ but is 53¢. 

Now, one other thing that is quite pertinent 
to the inquiry of this Commission is that the 
present prices of gas are affected by the fact that 
we are developing a new natural gas business. Now, 
ue can promote natural gas vigorously if we desire to 
in two different ways. One, we can cut the gas very 
low and supply a small area and get a high percentage 
of business in that small area, or we can do what 
B. C. Electric has done, and that is we have set a 
policy of spreading our mains very widely so as to 
make natural gas available to a very high percentage 
of the customers or potential customers that are in 
our service area. Now, the result of that today is 
that we have a very low density of customers per mile 
of main. That will correct itself in time, but it 


leaves itself in this position at the present time. 
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We have $5 of capital investment per Mcf of gas 
sold in a year. Now, ee look at the annual 
reports of the Portland Gas Company you will find 
that they have an investment of only $2 per Mcf 

of gas sold, and if you look at some of the other 
companies you will find it down to the very attrac- 
tive figure of 85¢ of capital investment per Mcf 
of gas sold. The fact that we have $5 of capital 
investment per Mcf of gas sold is a reflection of 
the policy my company has taken, that is putting 
very large investments into the ground in order to 
get out and reach a large or potentially reach a 
large number of customers in the area which we are 
to serve. 

Now, our mark-up over our all, over all 
business, is the difference between 30.5¢ and $1. 
Our average selling price for all our mixture of 
customers is $1. Now, that is a spread of 70¢ and 
that is a spread which is not going to exist; it 
had better not or I would have to look for another 
job. So the investment is not $5 per Mcf of gas 
sold but is $2 or $1.50. When that occurs, our mark- 
up is not going to be 30¢, it is going to be a much 
smaller figure, and the point which is pertinent 
to this Commission's inquiry is to turn that around 
the other way. So the price we pay Westcoast is 
30% of our average selling price. That isthe sig- 


nificance of the price the transmission company pays 
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today. So that sets a certain Significance for this 
issue that concerns you, the price of gas sold by 
transmission companies, 

But I would like very much to draw to the 
attention of the Commission that against this back- 
ground of ours of being an early developer of natural 
gas and having a high investment per Mcf of gas sold, 
we are going to get increasing density of customers, 
and as we do that spread between 30¢ and a dollar is 
going to narrow and narrow and narrow. So the price 
is not going to have the 30% significance it now has, 
it is going to be 50% as that difference betweeen 
30¢ and a dollar is contracted. 

One thing I would like to say that is 
really not of concern to this Commission is that the 
statement is made in The Daily Colonist that our gas 
rates in Greater Vancouver are higher than Seattle and 
Portland. Now, that is not so. They are not all precise- 
ly the same customer, so comparisons are noteasy to make 
and should not be carelessly made. But I can say with- 
out equivocation that a fair comparison of our gas 
rates in Greater Vancouver would show that they compare 
with Portland, and with respect to Seattle are higher in 
one place and lower in another, and higher in another 

place and lower another. So I believe the only fair 
comparison to make would be that our gas rates .are 
as near the same as is humanly possible for them to 


be as between Seattle and Vancouver, and a fair 
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comparison could only lead to the conclusion that 
over all our natural gas rates in Vancouver are 
definitely lower than in Portland. 

Thank you very much, Mr. Chairman. 

MR. COMMISSIONER LADNER: Why is there so 
much difference in your investment per Mcf, $5, compared 
with other companies, 80¢? I think you mean other 
eastern companies, do you? 

MR. PURDY: No. 

MR. COMMISSIONER LADNER: Quebec Natural Gas? 

MR. PURDY: No, Quebec Natural Gas is going 
to be up higher too, I am thinking of the well- 
established companies that have been in business for 
a long time and are not in the developing stage that 
we are. Where we have got five customers, say, per 
mile, they have got fifteen. Now, we will get to that, 
and as we are getting to it -- we are getting to it 
day by day -- and as we do this investment of $5 
per Mcf sold will drop to 4 and will drop to 3 and will 
drop to 2, I am not sure that it will ever get down 
to the very low figure that you find in the cold 
climates. 

THE DEPUTY CHAIRMAN: We thank you, Mr. 
Purdy. We will have these things in the transcript -- 
unless the Commissioners have something to ask, 

MR. PATTILLO: Mr. Chairman, I have nothing 


to ask Mr. Purdy, and unless some of the Commissioners 


have something to ask, I move that we proceed to the 
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submission of Act Oils Limited. 
Now, the brief of Act Oils Limited has been 
filed with the Board, and I am Suggesting that it 


be given the exhibit No. V-24-1, 
---EXHIBIT NO, V-2u-1; Submission of Act Oils Limited, 


Mr. Walter Owen, Q.C., of Vancouver, is 
appearing as counsel for Act Oils Limited. Mr. 
Owen, would you introduce the members of your group? 

MR. OWEN: Mr. Chairman and gentlemen, I 
have with me today Mr. A. Digby Hunt, who is a 
geologist and is executive vice-president of Act Oils 
Limited, and a partner of mine, Mr. Fred Read, 

Now, Mr. Chairman, copies of the brief have 
been filed with the Commission, and Mr. Hunt will 
read it, Before doing so, if I may, I should like 
to file two exhibits which I think, with some explana- 
tion from Mr, Hunt -- they are not in the brief, these 
two =~may make the whole matter more clear to the 
members of the Commission. 

Would you like to swear Mr. Hunt now, Mr. 
Pattillo, and then I will put the exhibits in through 
him? 

MR. PATTILLO: Well, I had not contemplated, 
Mr, Owen, that we would swear Mr. Hunt. We have only 
sworn the witnesses when we are dealing with a pipe- 
line corporation that is in operation. 


MR. OWEN: Very well. 


eve 


a Ev me eo filet a Has. 30 feat atid 


iy i Ay 


ot Gan ah been ne i fe as 


2 
~ 
¢ 
i. 
y 
pa 
G 


i - " 
pGedthehl eff£0 498 Xo aatentedee”” 2¢f-88s0 [oe Siata 


SA eR RVROOMAV TO go al aH ee aM : 

; , a 
| f ‘ 

. hj bovtotd ebb toa wot fewauioa: as  pninseges 
faquova THOT FO, smedgnam eat wosrbOns sh BON bivow fab 
| Jjemeiire, baa cammied) .aM% <4ax0 . AM 


s of otw dont “udehd .A sl year om ntiw ered 
| uli fos To Jeebleovq-eahy evivgoeke af Das oe taolorn| 
,D86H bevl ,oM , ein To tendteg & bre ,~badimnl 


SVR Tenid efy fo selgoo need 1a 2H 


e ee, 7 ¢ 
de dete V7, , 4 Os 


@ ,foleaimmed eco datiw bell geed 


.O6 grtob etotsG .df beet 


: ¥ i 4 J Wisi 
ee ane? | dehy < dotow aedidivze ows S£tt of 
' 


, ¥ 
|} peore ,1sigd ord ah Yan ane Yeti «+ Gar UE more aoe 
' "69815 gram aeddan aletv edgy aie yams OWT | 


.  , pohes Im Fe oF ‘to e*scaom 


4 


eee ses sbussc / TS pee ere aS =. 
ee 2h wal GEE &. a im hy GES EE aw ES a 4 SEO 


wits if Boke ideo at dum £ Eke zr eats beri oLLbdde4 


| Sete omecdos dom Sed Dy fbewW sks nani ht ae Pt Ab 
’ | ai ee | 
TAO SeBO Gy . tat «a eee B Cwow ow diac ‘tid mt 


; NRO: 7 iad vin 


“Sug & cciw gall esd ome ow se a eoudiw aes stowe 


5 Se oe 
OED Brrsayen a ve Fey notdexeK i A 


rat ¢@ 


% Ff C. q 


eee wna say 
$ 


oP 


; i,j 4 


» - AR 7 » i 


ANGUS, STONEHOUSE & Co. ibe. 
TORONTO, ONTARIO 


3938 


MR. PATTILLO: And I think probably, as 


I understand this, this has not yet developed to 
that stage, and therefore we will not ask Mr. 
Hunt to be sworn, 

MR. OWEN: Thank you. Then I tender as an 
exhibit a map showing the property interests of 
Canada Southern Petroleum Limited in northeast 
British Columbia. Will that be assigned a number, 
Me, FaActLl Lo? 

MR. PATTILLO: That will be assigned 
the number V-24-2, 

---EXHIBIT NO. V-24-2: Map showing the property 
interests of Canada Southern 
Petroleum Limited in northeast 
British Columbia. 

The next exhibit is the last annual 
report of Canada Southern Petroleum Limited which 
is for the calendar year 1956. 

MR. PATTILLO: That will be marked V-24-3, 
~--EXHIBIT NO, V-24-3: Annual report of Canada 

Southern Petroleum Limited 
for the calendar year 1956, 
MR. OWEN: Now, Mr. Hunt, would you be 


kind enough to explain the Exhibit V-24-2 to the 


Commission? 
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MR, OWEN: Mr. Hunt, would you be good 
enough to explain Exhibit V-24-2 to the Commission? 

MR. HUNT: Mr. Chairman, the purpose of 
submitting this map is to provide you with a back- 
ground of the development and exploration in north- 
eastern British Columbia which led up to our making 
the application to build a crude oil pipeline from 
the Fort St. John district to Kitimat. You will 
note this map sets out the major interests of the 
various companies in the area. There are other 
companies with holdings, but they are usually 
smaller and they cannot be shown on this type of 
map. | 

The circles, for convenience Oni. eaten ue 
area A, B, C, étc., were placed there in order to 
give you a brief summary, which is in the margin 
of the map, of the geology and activity. 

I should mention .that. this mapis .a6, of 
November, 1957 and, of course, we have been through 
an active winter exploration season in British 
Columbia since that time. 

One feature I would draw your attention 
to is the number of gas fields and single well 
gas discoveries which are concentrated, mainly, 
south of latitude 57; that is south of the middle 
part of the map. As you will note, these gas 
fields far exceed, at the present time, the number 


of oil fields. If you are not familiar with the 
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map, in fact, it may be a little hard to distin- 
guish the oil fields. 

The gas is shown as red and the oil as 
green, 

Another feature brought out by this map, 
which will be discussed in the brief, is the fact 
that, to date, the majority of gas fields in north- 
eastern British Columbia have been located on sub- 
surface structures or folds and you will note the 
elongated shape of many of these fields, particu- 
larly in area C. We believe this has a significance 
with respect to the fact that there is a greater 
proportion of gas, at the moment, in northeastern 
Beitish Columbia, than oil. It would appear that 
the majority of these structures have been located 
by seismic, core hole or surface geology and, norm- 
ally, the first well drilled on any one structure 
Will be placed on the highest point of the struc- 
ture. If gas is present, this is the spot where 
gas will accumulate, and, as a result, we believe 
there may be oil on the flanks of some of this 
structure that has, as yet, not been found. This 
is instanced in area C. Against the Blueberry 
field there are two spots of oil and these two oil 
wells were found a considerable time after the 


initial discoveries and after several gas wells 


had been drilled. 


The same applies in area B, at the 
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Buick Creek, 

Oil was also discovered at Fort St.John 
fairly early in Ate history but, again, after gas 
had been discovered first. 

What led us to make this application was 
the discovery, in land in which we hold an interest, 
of oil in the Boundary Lake area. That is in area 
D and the area is enlarged in the heavy black 
outline on the map. The first discovery was made 
north of our land by the Northern Foothills Agree- 
ment group but, subsequently, oil was discovered 
on our, land to the south. 

Now I would refer you to the other side 
of the map, which sets out, as of November, the 
principal oil and gas fields in northeastern 
British Columbia. This is the table on the right 
hand side and it deals with, 011, gas,-and, the 
particular horizon from which the production is 
arrived at can be averaged. 

The table on the left hand side of the 
map sets out in detail Canada Southern's proper- 
ties.in northeastern, British. Columbia sw Act.02 te 
Limited is a subsidiary or, at least, Canada 
Southern holds 50% of the interest in Act Oils 
Limited. Canso Oi1 Producers, an.associated 
company, holds the other 50%. 

MR, COMMISSIONER LADNER: Is there 


common interest between the two companies? 
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MR. HUNT: Yes, They hold 50% each. 
There is a common ReOeoae 

You will note that Canada Southern is 
extremely well represented from the point of view 
of land holdings in northeastern British Columbia. 
We hold, at the moment, 884,000 acres net, under 
a gross acreage of just over 34 million acres. In 
addition, in an area which has not, as yet, received 
a large amount of exploratory activity, but which 
we anticipate will, we also hold 872,000 acres, 
approximately, net, in 1,163,000 gross acres in 
the Northwest Territories, immediately adjoining 
British Columbia to the north, and that is shown . 
at the top of the reverse side of the map. 

We believe that our holdings place us 
tira posiltaon that, as Turtner’ oll is discovered, 
further oil and gas is discovered, we should share 
proportionately in those discoveries, and, as a 
result, will have disposable oil put through our 
pipeline. 

I will just refer you back to the front 
Side of the map, before finishing. The area which 
is receiving the largest amount of activity at the 
present time is located south of the 57th parallel, 
that is, south of the mid-portion of the map, and 
within that area Canada Southern holds approximately 
30% of the gross acreage, which amounts to 10% of 


the net, and that actually places us well up in 
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the list of major land holders in that particular 
area. 

Unless there are any comments, I propose 
to go now to the second Exhibit, the annual report, 
and the purpose of submitting this, if you will 
turn to page 17, "Notes to Financial Statement," 
She. purpose of submitting this.as an Exhibit is 
to show the relationship between Canada Southern 
Oils Limited, Canso Oil Producers Limited and 
Canso Natural Gas. 

L will read the first: paragraph: 

"as of April 20, 1954, under a Plan of 
Reorganization, the assets, subject to the liabil- 
Tomes, or Canada, Southern Oils,. Ltd. were,trans= 
ferred to three new companies, Canada Southern 
Petroleum Ltd. (herein called the Company), Canso 
NatumeliGcas Ltdwand) Canso O11 Producers Ltd. The 
primary obligation for the outstanding debentures 
of Canada Southern Oils, Ltd. in amount of 
$3,739,000 was assumed by Canso Oil Producers Ltd. 
put the Company also remains liable." 

Now, if you will turn to page 18, under 
Note No. 2, “Investments,” this sets out the 
method whereby Act Oils was acquired by Canada 
Southern Petroleum. It reads: 

"me assets of Act Oils Limited consist 
principally of petroleum and natural gas permits 


and licenses in British Columbia. These permits 
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and licenses are all in the exploratory and dev- 
elopment stage and ieee aes all been farmed out 
to others under arrangements whereby Act Oils 
Limited retains carried interests varying from 

5% to 15%. The investment in Act Oils Limited was 
acquired from a group consisting of members of a 
Buckley family (two of whom are directors and 
officers of the Company) and related interests. 
The Buckley interests were assigned a 20% individed 
interest in certain of the properties of Act Oils. 
The investment in Act Oils Limited exceeded the 
equity in its net assets (including capitalized 
exploratory, development and other expenses) as 
Shown by its financial statements at October 31, 
1956 by $261,927. The remaining 50% of the cap- 
ital stock of Act Oils Limited is owned by Canso 
Oil Producers Limited." 

Now, with your permission, I will read 
the brier. 

THE DEPUTY CHAIRMAN: Very good, sir. 

MR. HUNT: Introductions [t is the 
purpose of this Submission to bring to the atten- 
tion. of the Commission certain facts relating to the 
sources of energy in the form of crude oil in North- 
eastern British Columbia and the problems involved 
in the transmission of this oil to Canadian and 


export markets. 


Act Oils Limited, a Company incorporated 
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under the laws of British Columbia and jointly 
owned by Canada Southern Petroleum Ltd. and Canso 
Oil Producers Ltd., companies incorporated under 
the laws of Canada, applied to the Government of 
British Columbia, on February 28, 1957, for leave 
under the provisions of the Pipe-lines Act, Statutes 
of British Columbia, 1955, ch. 60, and amendments, 
to construct a pipe-line situate wholly within the 
Province of British Columbia for the purpose of 
transporting crude oil from Boundary Lake and the 
Fort St. John district to Bella Coola or its vici-= 
nity; and in pursuance thereof has filed with the 
Honourable Lyle Wicks, Minister of Railways for 
the Province of British Columbia, a Letter of Intent 
respecting the construction of the proposed pipe-line. 
In May of 1957, after preliminary engineer- 
ing studies, the proposed terminal was changed from 
Bella Coola to Kitimat, together with a correspon- 
ding change in the location of the pipe-line route. 
It is considered that future exploration activity 
will develop sufficient crude oil reserves within 
Northeastern British Columbia to justify this pro- 
ject and that the logical and most economic outlet 


for such oil is via pipe-line to the nearest marine 


terminal. 


General Geology: The sedimentary area 


of Northeastern British Columbia is located on the 
western side of the much larger Western Canadian 


sedimentary basin and has many features in common 


with the Alberta portion of the basin to the east 
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and southeast. However, the average thickness of 
sediments is greater, 11,000 feet, and structural 
features are more common. The total section in- 
creases rapidly in thickness from 7,000 feet in 

the northeast to over 20,000 feet in the south 

and southwest portion of the area. This rapid 

rate of thickening causes many beds to thin or 
'wedge out! in a general northeasterly direction 
thus providing suitable traps for oil and gas. 

In addition, structural folds (anticlines) generally 
paralleling the foothills belt are found throughout 
the area, though the amplitude decreases with in- 
crease in distance from the foothills. The three 
factors, thick sediments, stratigraphic traps and 
structure, combine to provide numerous reservoirs 
suitable for the entrapment of oil and gas. 

As you will note from the map, there are 
approximately 30 fields at the present time, al- 
though some of those fields are one-well fields. 

There is also present in Northeastern 
British Columbia a narrow belt of foothills placed 
between the Rocky Mountains and the 'Plains! which 
is favorable for the accumulation of petroleum. 
The general geology of this belt is probably 
essentially similar to that in Alberta, though 
very few wells have been drilled in this belt. 


Exploration Activity: It was not until 


1949 that the petroleum industry as a whole 
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Soe. 


commenced continuous exploration for oil and gas 

in Northeastern British Columbia. Since that time, 
the rate of activity, as measured by gross expend- 
itures and drilling, has increased yearly. However, 
ee Gae end of 1957 only twelve wells had been drilled 
to a depth sufficient to test strata of Devonian 

age and of these only six had penetrated the entire 
sedimentary section, 

From the point of view of oil discovery, 
that is an important fact. The largest proportion 
in Alberta are derived from beds of Devonian age 
ang, aS yet, in the whole of B. C., Oniv twelve 
wells have been found in the Devomian, so is can 
hardly be said to have been tested. 

BY che end. of 195 avccota.L creciiy 
1,300,000 exploratory feet had been drilled in 
the whole of Northeastern British Columbia. (An 
exploratory well is considered to be one located 
two miles or more from a well already capable of 
production.) This total footage is only approxi- 
mately half that drilled in Alberta prior to 1947, 
approximately equal to that drilled in Alberta 
in the single year 1950 and less than half that 
drilled in Alberta in the single year 1957. 17 
is anticipated that exploration activity will con- 
tinue to increase providing that markets can be 


established for the reserves found. 
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The limited amount of exploration under- 
taxen in Northeastern British Columbia has resulted 
in the discovery of a relatively large volume of 
gas and gas condensate. Proven gas reserves at 
December 31, 1957, are given by the Canadian Petro- 
leum Association as 1.8 trillion cubic feet and 
other sources have quoted figures up to 3 trillion. 
If the ratio of 6 Mcf of gas discovered to 1 barrel 
oil discovered as set out in the Canadian Petro- 
leum Association brief to the Commission, and a 
proven gas reserve of 1.8 trillion cubic feet is 
used, there ought to be a crude oil reserve within 
Northeastern British Columbia of some 300 million 
barrels. Alternatively, for every exploratory foot 
drilled in Alberta, approximately 200 barrels of 
oil have been found. If this is applied to North- 
easter British Columbia, at least 260 million bar- 
rels of o11 should have: been Ciscovered, 

The discrepancy between present proven 
and probable reserves in the Northeastern portion 
of British Columbia, which are given as less than 
4O million barrels, and the above figures, indi- 
cates that the area cannot at present be compared 
statistically with other areas in Western Canada. 
This could be due to three main reasons: the area 
is geologically less favorable, the data are 
spread over too short a period of time, or explora- 


tion has been concentrated on the search for gas. 
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Northeastern British Columbia does not appear to 

be less favorable geologically and, in some as- 
pects, there are distinct advantages, such as 
numerous structures and thick sediments. Certainly 
exploration has only been conducted over a short 
period of time and relatively little drilling has 
been done. This compares historically with the 
exploration history in Alberta prior to Leduc, where, 
with the exception of Turner Valley, the discovery 
of gas far exceeded the discovery of oi1, Since 
there is an available market for gas and none for 
oil, it would appear that exploration has tended to 
concentrate on the search for gas. 

That statement, none for oil, there was 
during 1957 about 1,000 barrels per day produced and 
used in the refinery at Dawson Creek and Grand 
Hg anar aale Se 

Another influencing factor is the struc- 
tural condition. Anticlines are relatively common 
and can be well defined by seismic methods. Loca- 
tions for wildcats are usually placed on the highest 
poLnT of a structure where fas, Li present, swe 
accumulate, and follow-up drilling has tended to 
be along the crest of the structure. There may be 
oil present lower on the flanks of the structure, 
but its presence will only be determined by later 
drilling. This type of development has already been 


instanced in two fields where oil has been found on 
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the flanks of the structure after several gas wells 
had been drilled along the crest. In both cases, 
insufficient development has followed to determine 
whether the oil or the gas will be the major reserve. 
The question arises as to when there will 
be sufficient recoverable reserves available within 
Northeastern British Columbia to warrant the con- 
struction of an oil pipe-line from Fort St.John to 
Kitimat. The fact that the reserves will eventually 
be established appears to be accepted by several 
operators in the area, since other applications. have 
been filed to construct crude oil pipe-lines between 
Fort St.John area and Pacific Ocean ports, though 
these were made some time after the original appli- 
eation. by Act Oils, Limited... f Ghe Jmol ols saieice 
within the area were developed to the maximum ex- 
tent. as indicated by the latest geological evidence, 
a considerable reserve would be established, but it 
would. still. be insufficient. for pipe-Jane wequine-= 
ments. If the figure obtained from Alberta of a 
discovery rate of 200 barrels per exploration foot 
is applied in Northeastern British Columbia, to- 
gether with an assumed future rate of drilling ac- 
tivity, sufficient, reserves should have been found 
by the end of 1959. Although, over a short period 
Northeastern British Columbia has not maintained 
the same rate of oil reserve increase in relation 


to drilling as Alberta, there is no evidence to 


ve 
.*. 
" 

~~ 


ead rte 
oF & ire 


ae ALB... asid.. tifay fw. 
: t . ae ' + as a We ore rk rs od ee aS: vessol bod ae a479¥.. 
ai { 23 Ory oS / tersh ‘2 
Vaea0" aidenabange iq 
~ > fe - hol ie 
; es L toh Sooke ltiwpel of Litte iaiow 
SPQeh Lh. epee Bae LS400 STUUR’? aad, Br. 2 BN.(1Ons, 
Le ey 4 seit nS) We A: ee EG 
Pay ee Weed ea, ae : : ; a - Ps 
Oo? ACPI Btokers sy etree a1 19 aes YEOVOVs sO | 
: P | bia 
* a Bs Tt oe. iy RB any a va Z > 
o pBicHMTeo Getter x daseddmo 4 2 sl 
ik 7 
33 Bikil 4b Ye ache at ’ 


NOLGSG Svivie B omro Lemeeees -R@0E to boo! ead. vai 
HIP sin Lon ws . BNEOD "bd tee onedeserttxéil 


Bea eS wrod eer tage extd ‘anes. ‘ae 


; vis " 3° ae 5 ie 
ot “oben oft od TiS ges orld bs ‘tte |eag cade 


ow ecSHY Ter oF 2e ESREs RORBGUp mien oy | 


S conti-ogsdel ia. siete: SeugeBhes. of: belt nese. 
; <Page os) peel tga OME ares 


BES it Bement) ey “oder 416 bd odes omsa ul 


asa Levroves “ohts sutoiae  OULS 8 
| Ape 


ie 


tae: oF bowoilel Sad seranijoteved daptos Ue 


‘aad Chae Apes vovsina bye hd revOooT: nes. seeing woke 
13 rips a8 holeallle 0. dmgoeee nced aneditaolt 
bh, oP orol Meg? seeks ae to. notjounge 
Lit. 2aviasaxrcse “a terig Ost oxi - FemlI LR 
Larosa yee i BOBS ae JP ERIHIE oohet lisse oe, 


GITRSLI As Saas aeeees | SEES SAY Coa at PROTATO,.' 


shugi besuaag we fore 2 mie 3 


Aitote ee Vtipae. $a: ora tue wudive? 


pe a a 


Ae 


Bis it 


> apt | 


Soiel LY “ah on serra ee es 
| <A 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 395 il 


suggest this will not apply over a longer vriod. 
Neglecting footage already drilled and vrojecting 
drilling activity over the next ten years, it is 
probable that sufficient oil will have been found 
not later than 1963. 

Again, this: ca belle bion as pased on the 
rate’ of increase in Alberta against expected activity 
io Dri she co humbias. 

Additional liquid reserves in the form of 
gas condensate have already been established and will 
continue to increase. These reserves will be pro- 
duceca in relation to the rate of gas production and 
initially can be absorbed by local markets. 

A final factor affecting the development of 
reserves is the discovery rate. Since the initiation 
of exploration in Northeastern British Columbia the 
ratio of successful wildcats for both oil and gas 
to total wildcats has been unusually high and in 
some years has averaged 5 %. The overall average is 
in the order of 40% compared with 20% in Alberta. 

I might add that discovery rate is quite 
phenominal and, to my knowledge, has not been dupli- 
cated in many places throughout the world. 

This high success ratio will undoubtedly 
decline to some extent in the future; but providing 
the ratio of oil discoveries to gas discoveries in- 
creases, it lends further support to the conclusion 


that sufficient oil will be available within two to 
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five years. 

A large portion of Alberta falling north 
of Township 64 and west of the 5th meridian could 
also be economically serviced by the proposed pipe- 
line. Present estimated reserves within this area 
are in the order of 200 million barrels. Although 
a proportion of these reserves is already connected 
to the Trans Mountain Pipe Line at Edson via the 
Peace River Pipe Line originating at Sturgeon Lake, 
it is expected that the rate of increase of reserves 
in this area will be higher than in Northeastern 
British Columbia for the next few years. This should 
result in a supply of oil being available for diver- 
Sion to Kitimat, which could result in this pipe- 
line becoming a reality sooner than anticipated. 

The Pipe-Line: At the: outset, it is em- 
phasized that all estimates are based on preliminary 
engineering studies by Dutton-Williams Brothers 
Limited in which certain assumptions have had to be 
made. Two routes were investigated initially, both 
following a common location from Fort St.John 
through Pine Pass to Fort McLeod. From there one 


route followed to Bella Coola and the other to Kiti- 
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mat. 


I might refer you to the first map at the 


endsof the brier. 


Distance, construction costs, terrain and 


terminal facilities were compared, with the result 
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that the route to Kitimat was finally selected as 
being the most economical. The length of the line 
to Kitimat has been computed ag 478 miles;° with 
the elevation of the major passes traversed being 
only 3400 feet at Pine Pass and 3100 feet at Telk- 
wa Pass. Tankage and terminal facilities can be 
constructed at Kitimat for a relatively low cost 
and. would be adequate for docking and loading large 
ocean tankers. Such a route would have distinct 
economic advantages over a route from Fort St.John 
direct to Vancouver (approximately 700 miles) 
which would traverse higher passes and probably 
envaul Aiehner per mile construction costes 

It may be suggested that a route utilizing 
the existing right-of-way of another pipe-line or 
a railway ‘could pe. bullv at. less cost per mile. 
Certainly, no expense would be incurred in obtaining 
the right-of-way, but this would probably be more 
than offset, in the case of an existing gas pipe- 
line right-of-way, by the additional horsepower 
required to overcome the steeper gradients which 
do not affect gas lines to the same extent, ana in 
the case of an existing railway right-of-way by 
the extra distance required to accommodate the 
gradient, by construction difficulties; and the 
safety factor. 

The size of line will depend upon many 


2 . AS ~ a 
variables, the most important of which are reserves, 
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deliverability, daily throughput and markets avail- 
able. Line sizes ranging from 16 inches to 34 
inches in diameter were studies in combination with 
various throughputs. As an example, the probable 
costs and economics of a 30-inch line are given 
here, though this is not necessarily the size of 
line that will actually be built. 

Capital investment, including construction 
costs, three pump stations, storage and marine ter- 
minal would be in the order of 130 million dollars 
at today's prices. This would allow a daily through- 
put of 200,000 barrels, though the line could oper- 
ate initially with one vump station on a daily 
throughput of only 100,000 barrels. The advantage 
of a line of this size would be that throughput 
could be increased by 150 to 200 thousand barrels 
daily with the addition of pumo stations, and would 
obviate the necessity to loop for many years to 
come. 

Tt has been the experience of many pipe- 
lines after installing the line they are almost 
immediately faced with the necessity of looping, say, 
within a very few years, and if a line of this size 
could be built, we feel sure this expensive under- 
taking would be unnecessary for many years. 

A smaller line of 20” diameter could.be 
installed which would handle 100,000 barrels daily, 


but future expansion would not be possible without 
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looping. Depending upon rate of return, rate of 
depreciation, throughput, ratio of equity to pub- 
lie financing and other factors the tariff per 
barrel for a 30" diameter line would probably fall 
between 25 and 30 cents, F.O.B. tanker at Kitimat. 

Marine Transportation and Delivered Cost 
of Crude: Since it is proposed to deliver North= 
eastern British Columbia crude to Kitimat via pipe- 
line, tanker transportation will°be required to-™move 
cine Ol tO’ Pacific coast’ markevs.”™ Tenker raver 
have been subject to large fluctuations in periods 
of emergency; but generally speaking tanker rates 
are within the range of U.S.M.C. minus 30 to minus 
50. Based on current posted prices of sweet 35 
degree API crude and allowing for gathering and 
handling charges, it should be possible to deliver 
erude originating at Kitimat to any port on the 
Pacific coast of North America at a price equal to, 
or lower than, any other source of cruce, excluding 
continental United States and Alaska. his allows 
for a U.S.M.C. vate of minus 50 for Venezuelan or 
Persian Gulf crude and U.S.M.C. minus 30 for erude 
originating at Kitimat or Vancouver. The actual 
price differential at California would be in the 
order of 25 - 35 cents per barrel in favor of Kiti- 
mat crude in comparison with Venezuelan crude, and 
a small amount in comparison with Persian Gulf 


crude Oil delivered at Vancouver marine terminal 
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via Trans Mountain Oil Pipe Line could today be 
delivered to California ee &@ price competitive 
with other sources of foreign crude and probably 
at a distinct price advantage. 

That statement is based on posted field 
prices and evidence has been given earlier, I be- 
lieve, that posted field prices do not necessarily 
control the prices of crude. 

Any increase in world tanker rates would 
work in favor of Canadian crude since the distance 
is much shorter. 

Markets: A local market already exists 
in the Terrace-Kitimat area which, together with 
other population centres from Alaska to Port Hardy 
and the aluminum smelter demand for petroleum coke, 
would provide an outlet for the products of a re- 
finery which could be established, that is at Kiti- 
mat. The pipe-line terminal and refinery woulda 
provide another basic industry for the area which 
at the moment is mainly dependent upon the smelter 
ana lumber. 

The natural and economic market for British 


Columbia and Alberta erude has always been on the 


Pacific coast of North America from Alaska to 
California. However, except in periods of emer- 
gency, the only areas served have been in Vancouver 
and Puget Sound. Even now a certain proportion of 


the Puget Sound market is being lost to other sources 


(s5e3 | bla 


Fy 
abbr 
i 


a tsetot: Be. 
ik ‘ 


sadwavha pabugdomital 


: er HOVER, MESO jel tk Sn. 8604 rg 
" , : ; hs ; 
a bid ae, tse vent | 


(ec's boteoy oo heweg we iemetede Bam | a - 
: A 


~~ s2¢ 


sbirio. to Esoisq, ents fotstoo 


Ne, 
= a ee na _ “ 


raphael) sovel mb sow 
“tesyions doum ef 


‘p* f he 
, VS i6n 


rece oP sont att i 


Te fv eors Tenl) Di-ssetiel sid int 
‘<ttneo aotisiudou wedte 
7 of 
Sotto. su / i eC Lome muntots of bas | 
ere Bu: 7 (01. Jelinuo a6, ebivore BSisow 
- 
, : : : oe 
od Bisjoo dotrie ecole 
Litiarzed, oatl-eqta - one Fl 
Ww Ben t % ui ottad seritons shivorg 


, ees: Ve bem el desea ork fa) a 
| : 


! 


sedimt cl 


>] totem olmondos: 5h Lowitan Sap. 


A A 
— 


OH), Tk Coe enevewoll “9 
) ie! 


JSV198, BBSUS 8 ap, 
‘tediso 8 wad nove oe bits 


2 d 1 i 

‘ies uated 

ORES ae b9y, a am Dinos 
s a i 7 oem Se 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


of crude. 

That Soares is based on conversations 
With shipping concerns in Seattle who inform us 
that crude was being imported into the Puget Sound 


area by tanker and barge. However, I cannot offer 


any direct evidence of that fact. 


ea! 


ry 1957 “the Pacific’ Coast of North Amerivea, 
excluding Canada, imported an average of 200,000 
barrels daily. Voluntary quotas in the United States 
may reduce this by a certain amount in the immed- 
iate future, but the Chase Manhattan Bank predicts 
that by 1965 imports will bevrequired au tne zace 
of 660,000 barrels daily, which, together with the 
xpected British Columbia requirements, gives a 
total West Coast demand of approximately 600,000 
barrels daily. In the interests of the Canadian 
economy as a whole and the oil industry in particu- 
lar, it is imoerative that a large proportion of 
this potential market should be provided with 
Alberta and British Columbia crude. Some refiners 
have shown a vreference for crude from ovner* sources 
for a variety of complex reasons, even though the 
price appears to be somewhat higher. lUowever, it 
must be assumed that at a certain price differential 
in favor of Canadian erude, this preference can 
be overcome. It is suggested that crude oll can 
be made available at Citviwat, as a price and in 


sufficient quantity, to accomplish this op jective, 
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All of which is respectfully submitted: 
Act Oils Limited. 

Mr. Chairman, with your permission I 
would like to direct your attention to the graph 
at the back of the submission. 

First is a map showing the proposed route 
a: tae pipeline from. Fort St.John to Kivineac. ee 
is intended it should start, essentially, at the 
same place as the Westcoast Transmission line at 
Taylor and would follow on to Pine Pass to Fort 
McLeod. 

MR. COMMISSIONER LADNER: Is that a sur- 
veyed road yet? 

MR. HUNT: No, we have surveyed it by 
means of aerial photos but not on the ground. 

It would pass from Fort St.John to Wal- 
eott and then on to Terrace and through Telkwa 
Pass. Telkwa Pass is between Walcott and Terrace 
and is not shown on the map. Actually, the exis= 
tence of that pass contributes in a great way to 
making this project economically feasible. From 
Terrace it goes through the wide valley south to 
Kitimat. 

I might just add that the marine facili- 
ties that have been installed at Kitimat could be 
done for a low cost; all inlets on the west coast 
of British Columbia are comparable with fiords, 15 


other words, they are extremely deep right up to 
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the edge and only a minimum amount of construction 


would be required to take the largest ocean-going 


tankers, 
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MR. COMMISSIONER LADNER: Is there a 
market at Kitimat ee 

MR. HUNT: Kitimat itself has a population 
of approximately 12,000 at the moment, and Terrace, 
which is 40 miles to the north, has roughly 4,000, 
so there would be that local population. The im- 
portant market at Kitimat would be the petroleum 
coke which is required by the aluminum smelter 
which is now imported and would be provided at a 
very economic rate. 

The second graph shows the cumulative 
exploration footage drilled in Alberta and compares 
1G with that drilled in British Columbia. You will 
note that prior to 1947 the rate of increase was 
slow, and, of course, after 1947 the Alberta curve 
steepens considerably, and the British Columbia 
curve which you will note is only just a little 
bit higher than the curve in 1940 for Alberta, 
but there will be a trend to increase in British 
Columbia as well as the exhibits show. 

In the next graph we show on a larger 
scale the past exploration activity. It is not 
cumulative but by years, and projected exploration 
activity over the next few years, using that graph 
as a basis for study when there will be sufficient 
reserves in British Columbia. 

The next graph shows the cumulative 


original recoverable reserves in Alberta, and I 
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would draw your attention to the fact that from the 
years 1939 to 1946 only Le eg I believe, 

3 million barrels of oil were added tothe Alberta 
reserves, although a considerable amount of drilling 
was done. In other words, over the short period 

the statistics that we are presenting do not neces- 
sarily apply. 

The next graph shows the total number of 
exploratory wells drilled within British Columbia, 
that is cumulative, and the cumulative number of 
discoveries. As I mentioned before, that ratio of 
high percentage of discoveries of total exploratory 
wells is extremely high. 

The next graph shows the rapid fluctuations 
in average tanker rates. These are spot tanker rates, 
of course, There are two peaks, the first one in the 
beginning of 1951 to early 1952, the Korean War, and 
the second one late 1956 to early 1957 was the Suez 
Chale Roe 

The next graph shows the total oil moved 
from Alberta to Vancouver or the international bound- 
ary at Sumas in average barrels per day and the 
exports from Vancouver. As you will notice, the 
exports have declined considerably since the latter 
part) ef 195 {. 

Finally, the last graph. This is -- I 
am afraid it is not acknowledged,it is taken from 


the Chase Manhattan Bank, showing the anticipated 
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west coast demand for crude oil and the anticipated 
fall-off in original indigenous supply from California 
and the demand that will be taken up by importing. 

MR, COMMISSIONER LADNER: By way of 
explanation, I was wondering if there were graphs 
in the past. For example, the graph showing the 
number of exploratory wells and discoveries, 

If someone in 1952 had drawn a graph to what they 
expected in 1957, would it compare favourably with 
what resulted? 

MR. HUNT: I think if someone had drawn 
in 1952 it would have been less optimistic than 
was actually realized by 1957. 

MR. COMMISSIONER LADNER: That is interest- 
ing, 

THE DEPUTY’ CHAERMAN: Mei Pattillo, would 
you rather proceed now or break? 

MR, PATTILLO: Mr. Chairman, I suggest we 
have a few minutes! break now, and Mr. Patterson is 
going to examine Mr. Hunt. 

MR, OWEN: Mr. Chairman, there was just 
one question, if I may get it into the record so 
that it will be for consideration, or if I may make 
arstatement and Mr.oHunt cotildleorrecv.20 7 Merve 
may be some question as to why the application for 


this pipeline was made in the name of Act Oils 


Limited. The reason was that the charter of Act 


Oils Limited had specific provision in it empowering 
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it to construct and operate a pipeline, so that one 
of the incorporations was used for the purpose, but 
the parent companies are, of course, for all purposes, 
behind this application. 

Thathids correct, Mr. Hunt? 

MR. HUNT: Yes. 

THE DEPUTY CHAIRMAN: We will now have a 


ten-minute break. 
---A short recess. 


THE DEPUTY CHAIRMAN: Mr, Patterson. 

MR, PATTERSON: Mr. Owen advises me, 

Mr, Chairman, that there is one comment he would 
like to make. 

MR, OWEN: If I may, Mr. Chairman. It is 
this, that while our company pioneered this 
proposal and was in well ahead of all others, 
we realized that there were other companies with 
large holdings in the same area from which we will 
gather the oil, and in our submission to the 
Provincial Government we made the statement, 
which stands today, that we invited all the other 
large holders of lands in that area to participate 
with us if they wished. In other words, we were 
prepared to take our percentage interest in 
accordance with our land holdings or to take it 
all, but we gave that choice $o..0Ur co-holders 


of lands in the area, and that offer still stands, 
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Mr. Chairman, 

MR, PATTERSON: Sir, one bit of explana- 
tion for us. In the graph of average "paid" 
tanker rates (dirty) -- I understand that is not 
a comment on the ship's condition. Would you explain 
to us what that term means? 

MR, HUNT: Yes. Tankers, when they are 
moving crude oil, are usually referred to as 
"dirty" in opposition to their state when they 
are moving products which, of course, should not 
be allowed to suffer any colour contamination, and 
tanker rates are always below the clean rates 
because of the additional expense of cleaning the 
tankers. 

MR, PATTERSON: Now, in presenting this 
pipeline project, can you give us an idea of how 
long you think it will be before the Act Oils plan 
becomes a reality? 

MR. HUNT: I would place it between the 
end of 1959, which is the earliest we can anticipate 
sufficient reserves, and 1963, which we believe, 
based on present forecasts of activity, will be 
the latest when sufficient reserves will be 
available. However, we are now investigating exactly 
how far into Alberta we can gather oil on, and, as 
you know, the activity in Alberta is quite consider- 


able in that area, so it might be even earlier than 


thet. 
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MR, PATTERSON ¢ What reason would you give 
for not joining up the northeast British Columbia 
area to the Trans Mountain line? 

; MR. HUNT: At present the Trans Mountain 
line joins as far north as Sturgeon Lake. The tariff: 
for that Peace River line from Sturgeon is 25¢ which, 


of course, has to be added to the 40¢ tariff from 
Edsom to Burnaby, which makes quite a large tariff 
of 65¢. For instance, when we join Boundary Lake 
to Sturgeon Lake to Edsom, I don't know what the 
tariff would be, but let's say it would be 15¢ 

to 20¢. That would place the Boundary Lake at a 
distinct disadvantage in Vancouver, and we can take 
it from Boundary Lake to Kitimat to Vancouver at 

a considerably cheaper cost. 

MR. PATTERSON: Have you found anyone who 
is interested in putting a refinery at Kitimat? 

MR. HUNT: No. We haven't tried. 

MR. PATTERSON: Have you any ideas of 
what capacity might be at Kitimat to serve that 
area and what other areas would be within reasonable 
reach? 

MR. HUNT: If the aluminum smelter expanded 
to its anticipated size by 1965 there would be 
immediately available a market for 150,000 tons of 
petroleum coke per year. There would be the ore 
ships to be fueled. ands cs course, the domestic 


ana other uses for refined products. On that basis 
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we would estimate between 20,000 and 30,000 barrels 
a day. 
MR. PATTERSON: Your petroleum coke is 


an end product of the refinery. 

MR. HUNT: Yes. 

MR. PATTERSON: So your project then 
for the refinery is not ‘to sell its petroleum coke; 
because it has a built-in market for that, but 
where do you find the rest of the refined products 
go? 

MR.HUNT: Of course, Kitimat is a 
favourable place for serving many of the Pacific 
Ocean's small communities, particularly when you go 
up to Alaska. So we can anticipate quite a large 
market up and down the coast for refined products. 

MR. PATTERSON: t would be fair to say 
this, that you haven't conducted a detailed economic 
survey of that market. 

MR, HUNT: No. 

—,. PATTERSON: Now, could you break 
down for me between rarine loading and pipeline 
transmission costs the figure of 257 to 25¢ that you 
give on page /? 

MR. HUNT: Yes. The actual pipeline tariff 
itself would be approximately 24¢. There would be 
approximately 1¢ charge for tankage at Taylor or 
the main gate to the pipeline, and approximately 


o¢ for tankage storage at Kitimat and approximately 


gh ees mimes iag auey i OF 
* 
ree ot oad Pye Yo Paishong & 
, ea 3 wine “e 
eeu reese, at 
nods Seejowg "Woy. od woe TTS bia ha we 
Petia \) as BN) 
Oo pits BOM? pit fiee + ae + aprenties anid: wa 
$61 % deolinna c~$ Lid & ead af caused 
bem: ley ent Lo dees laghh bake yoy ob svete 
Son 21 
FicePy fr De i‘ rene Rs Cea RCs THULE, SM 
16 oy fo vitae privass sof easia sidsriiovet 
pee “lisivodited” .eedce tavnios Iisa &' asesd 
iis Gag Bw OB | @NeelA oF Gi. 
ah od bse yor 10) DeaOe) aoe ae oh) Orie aw dowrgsnt 
7 vow JL  sMOgrae rag aM 
ose beg ‘i tes oOnoOS J Gavan pot Part eka 


reise Jaa. to Years 


Keoid voy bLited (Wolk SMOBRRPTA LAM 
mets Lecha ee wel bet Saeed iesgwesoed me ‘"t0% mwoh 


HOY Jedd 22 6: = LO PHIGEE "Ss a STBOD ‘oLecsmsegd 


- 


~ 


ipa pane 10 svg. 


ee 


Lites amilegig Dewdie oa? ', ool Ta 1 e 
ad) Bina | oaienil' whe views: ninonngs od biurow shouts a i 
4 a if xf 


oDyR? 2% valet sey senmdel Atl \fodams 0 


ra ty 


Bsoeemingzaes bes |, sre oc oh arti oF 36a nba: 


“¥ es 


Yistamisor dae bein cag htt som peepee 


a4 0 agit a a 
. sos o, ie ; ‘ per at oa i 
: : 7 y ql : Sy W ; Le 

, 4 r) pO. 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


3967 
2¢ for marine handling. 
| MR, PATTERSON: And in that case you have 
a fairly detailed survey. 
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MR. PATTERSON: What was the date of the 
original application by ade Oils that is mentioned 
on page 4? 

MR. HUNT: The 23th of February, 1957. 

MR. PATTERSON: You mentioned, I think -- 
perhaps you gave some explanation for this statement: 
"Oil delivered at Vancouver marine terminal 
via Trans Mountain O11 Pipe Line could today 

be delivered to California at a price com- 


petitive with other sources of foreign crude 


it 


a 


and probably at a distinct price advantage. 
Do I understand you to say that that is not based on 
the factors of integrated oil companies and long- 
term contracts; you are simply basing that on a 
posted price and on the U.S.M.C. tanker rates pre- 
sently existing? 

MRyY HUNT? ePhet is correct, 

MR. PATTERSON: And the other factors 
that apparently are giving difficulty in the United 
States are not taken into account here? 

MR. HUNT: That is 5So. 

MR. PATTERSON: Now, on page S you men- 
CLO: 

Naome refiners have shown a preference for 


crude from other sources for a variety of 


complex reasons, even Though ne srice“ap= 
pears to be somewhat higher." 


Are those reasons much the ones that I have mentioned, 
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he reasons of integrated oil companies having inter- 
este-inrovner countries and long-term tanker rates? 

MR. HUNT:. That is correct. 

MR. PATTERSON: Now, sir, in the formula 
you have used in projecting reserves in Northeast 
British Columbia, you have applied a formula of an 
average barrel of oil per 6 Mef of gas. Is that not 
the formula that was worked out for the plains areas 
of the Western Canada sedimentary basin? 

MR. HUNT: Yes. 

MR, PATTERSON: And is it not fairly True 
that, in exploration in Alberta, in the foothills 
area or near-foothills area, the gas-oil ratio is 
rather higher than that? 

MR. HUNT: Yes, I believe that would be 
correct. It would depend upon whether you consider 
Northeastern British Columbia as a plains area, or 
plains area near the foothills, and we have cer- 
tainly considerea it as a normal plains area. 

MR, PATTERSON: So that in assessing the 
validity of the projection, there 15 a fair realm 
in the projection that, perhaps, this ie a. Jatule 
too optimistic, if the problems of the foothills 
applied in Northeast British Columbia? 

MR. HUNT: Well, of) courses An dealing 
with statistics, ie Le Vere difficult to be speci- 
fie without long explanations; but you will note that 


we have taken 1.8 trillion cubic feet which is away 
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on the lower end of the scale. I think we would be 
juecisied ai) Saying that taking 2V5 suole feeu == 

MR. PATTERSON: As the present? 

MR. HUNT: As the present, and we could 
then up the 6 Mcf to a higher figure. 

MR. PATTERSON: In the plains has the situ- 
ation not been that there has not been a great deal 
of follow-up drilling for gas, whereas, in Northeast 
B.C. there has been, by reason of the Westcoast pipe- 
ae: 

MR, HUNT: Yes, I think that would be a 
fair statement but, if we bring it back to the number 
of gas wells discovered in ratio to the number of oils, 
not actual volume but just numbers of wells, the gas 
4g still well in excess of the oil. 

MR, PATTERSON: In other words, you would 
say, again, you have made a sufficient allowance in 
pe gia es} projection for the fact that I have just discus- 
sed? 

MR. HUNT: Yes. 

MR. PATTERSON: That is all, thank you. 

MR. OWN: Mr. Chairman, as a result of 
one question and answer in the last exchange, I would 
like to say something about the matter of, perhaps, 
gathering some of our supplies from Alberta. Act Oils, 
of course, its application before the Provincial 
Government at the oresent time, is based upon activity 


wholly within the Province but, having in mind what Mr. 
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Hunt said, the company is now engaged in negotia- 
biLons Tor the acquisition and has almost completed 
arrangements to acquire a company which has been 
incorporated pursuant to the provisions of the Pipe 
Lines Act of the Dominion, which will, if we succeed 
in that, give us the power to operate interprovin- 
cially and will change the character of our applica- 
Pion, tae dt us at‘ present, before the Provinesar 
Government. 

I just thought I should put that thought 
on the record here, to clear up any misunderstanding. 

THE DEPUTY CHAIRMAN: Thank you. Are 
there any questions from members of the Commission? 
Dr. Hardy? 

MR. COMMISSIONER HARDY: Mr. Chairman, I 
would like to ask Mr. Hunt a question on the order 
of promotion of this thing. 

Aren't you following a somewhat different 
procedure than has been followed with all the other 
major pipelines in the Wiest? They were organized or 
promoted and financed after an assured oil supply 
was in existence. You are following the opposite 
procedure, is that not right? 

MR. HUNT: Yes, sir. 

MR. COMMISSIONER HARDY: Promoting the 
pipeline without an assured source --- 

MR. HUNT: I think it was doubtful here, 


when the initial steps were taken to form Trans 
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Mountain, there were sufficient reserves to fully 
PUSS LLLVaLe. Dro jecy, and I believe that was based 
on the industrial growth of reserves. We, perhaps, 
have initiated our project a little earlier than 
that but, based on the anticipated increase in re- 
serves in the area in which we propose to serve. 

MR. COMMISSIONER HARDY: Well, are you an- 
ticipating that. if you had @ permit for che Da peline 
that that would have any influence on the rate at 
which exploration would go on in Northeastern B.C. 
and. Alberta? 

Mig HUNG: LT believe it would have a very 
definite and marked effect. Of course, in North- 
eastern British Columbia many of the areas can only 
be worked during the winter but, should we receive 
permission to build during the summer, I believe 
there will be a marked increase. 

Another point is that the Boundary Lake 
field, for instance, which is partially developed, 

he development to cate indicates iG saould-bewa ited 
of major proportions, but the capital investment re- 
quired to develop 4% to its fullest extent probably 
cannot reasonably be invested until there is some 
hope of a more definite outlet. 

MR. COMMISSIONER HARDY: In the event that 
you became an interprovincial pipeline, I am a bit 
puzzled as to how you could expect to get an inter- 


provincial permit at this stage without the Dominion 
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authorities knowing just what your marketing plans 
are g0ing to De, and you cannot de that until you 
have some more oil. 

MR. HUNT: We are certainly faced with the 
proposition of which comes first, the chicken or the 
egg, and we are trying to develop the two along 
parallel paths, and immeciately we have sufficient 
oil we will then be in a position, we hope, to secure 
the markets. 

We are presently having a detailed market 
survey undertaken and we will acquaint all buyers 
with our peoject and inform them that, as soon as we 
have the backing of sufficient reserves, we will be 
able to enter into more detailed negotiations. 

MR. COMMISSIONER HARDY: Thank you very 
much, Mr. Chairman. 

THE DEPUTY CHAIRMAN: Dey Howland: 9. ir 
Ladner? 

MR. COMMISSIONER LADNER: Mr. Hunt, you 
understand the reserves now attributable to the pro- 
posed pipeline amount to about 1.8 trillion? 

MR. HUNT: No, sir. ‘Those are whe gas 
reserves. 

MR. COMMISSIONER LADNER: Those are the 
gas reserves? 

MR. HUNT: Yes. 

MR. COMMISSIONER LADNER: What about the oi1? 


MR. HUNT: They are quoted at less than 4O 
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naligonebarrcis in British Columbia. 

MR. COMMISSIONER LADNER: How much reserve 
would be necessary to justify such a pipeline? 

MR, HUNT: It would depend upon the size 
and the throughput -- in other words, on the market. 

MR. COMMISSIONER LADNER: Suppose you had 
a, 50=1nch pape? 

MR. HUNT: For a 30-inch pipe you would need 
HOO million barrels to justify it, although you could 
proceed, initially, on less than that. 

MR. COMMISSIONER LADNER: Would that pipe- 
line be able to connect with your other available oil 
from Alberta? 

Ma HUNT: OnSSs . 

MR. COMMISSIONER LADNER: About what oro- 
portion would that be, that field in Alberta? 

MR SHUN: We would be, economically, down 
to Township 64 or Sturgeon Lake, so if we could,..we 
could even connect to Sturgeon Lake and still deliver 
oil to Vancouver and the west coast of Canada at a 
competitive price, and we could go eastwards, probably, 
as far as the fifth meridian. 

We are investigating that in further detail. 
We might even be able to economically tie into those 
latest discoveries at Virginia Hills and Edith Lake. 

MR. COMMISSIONER LADNER: Do your avail- 
able geological and other reports indicate oil in 


shose areas you are referring to) thab. would. .creacve 
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DieCvSserveay 

MR. HONT: Oh, yes. The reserve in Alberta, 
in the area which we could economically serve, is 
very iclose vo the: required amount’ towjuctity this 
ine: . 

MR. COMMISSIONER LADNER: Thank you. 

iii DEPUTY CHALRMAN:, Dry -Britnell? 

Mr. Hunt, we thank you very much, you and 
your ‘Colleagues, Top oresenting this briefly a ian 
sure it will be of great assistance to the members of 
the Commission, because, as you know, we have a hard 
FOV SbuL. ah Dont cor ue 

Now, gentlemen, before adjourning the Vic- 
toria hearings, I would like to say a few words of 
appreciation concerning the pleasant stay that the 
Commission hashed) inthis Capital city. AT say wis 
on behalf of the Chairman, my fellow Commissioners 
and myself. Fires ior all? we are Sorry "thet mur 
Visit to this? city bas’ hadeto beso short. ) Beam nor 
suggesting that the Commissioners were anxious to 
hold even more public hearings and to listen to more 
submissions. The quality of the submissions in Vic- 
toria has been very high and we appreciate the fine 
work which went into them. 

In saying that we would like to have stayed 
longer, I mean that it would have been nice to have 
had enough time to see more of this beautiful city 


and island. In fact, it would be pleasant to be able 
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to stay long enough to join with the rest of the 
male population and grow a centennial beard. Un- 
fortunately, the Commission has to leave for Calgary, 
where another round of public hearings will commence 
next Tuesday morning. 

Before leaving, however, I know that all 
of us want to say "thank you" to all those who have 
mage us so welcome in Victoria, especially the 
Government of the Province of British Columbia, which 
gave us a very warm welcome the other day and has 
given us so much wari hospitality. 

We are glad to be here in.the year of your 
centennial. You have built a wonderful Province 
during those years and it has been a great pleasure 
to all of us on the Commission to be here to witness 
your growth and look, with you, into the promising 
FULUPES, 

In Montreal, I sit on a Board with a man 
by the name of Mr. Patenaud, who used to be Lieuten- 
ant-Governor of the Province. He is 83 years old 
and, for the Jast 5 years, ne nas been telling us, 
very often, "You will see, in 100 years, Vancouver 
will be the largest city in Canada and British 
Columbia will be the richest." 


After listening to Mr. Ladner, when we 


> 


were in Calgary, knowing he was from this Preovines, 
and putting together the words of Mr. Patenaud and 


Mr. Ladner, I think they were rien. end they are 
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We expect that the business of the Commis- 
ston Will give us an opportunity of visiting British 
Columbia later in the year. We will all look forward, 
TiereLore,. TO-bDeing in your Talr Province eeain, 

The present hearings are now adjourned. 

MR, OWEN: Mr. Chairman, I think, perhaps, 
somebody should say, on behalf of this great Province 
of British Columbia and this beautiful capital city 
of ours, how much we appreciate the Commission atten- 
ding here and taking time out from your otherwise 
busy lives to look into some of these problems which 
are so close to our hearts and minds and pocketbooks 
in British Columbia, and we do thank you, sir, and 
your colleagues, especially, for the very kind and 
courteous attention you have paid to what we have had 
to say. We hope what we have had to say will be fone 
assistance to you and I do want to say, too, in pass- 
ing, and without forgetting it, that Commission 
Counsel and the Secretary to the Commission have been 
very helpful, at least to me and, I presume, to all 
others who had business coming before the Commission, 
and they must be of great assistance to you, because 
it does promote and provoke better work from those 
of us who are privileged to appear before you when 
your officers do their homework so well. 

THE DEPUTY CHAIRMAN: Thank you. 
---Whereupon the hearing adjourned at 1 AL a airs ae 


be resumed, in Calgary, Alberta, at 10,00 a.m; 
-Q 
Tuesday, April 2°, 1950. 
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